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sNownnrirFT in front of a bank on a busi- 
ness day doesn’t stay long. By opening time, the side- 
walk is swept clean. 

But less evident “‘snowdrifts” sometimes remain for 
years, tending to keep customers from one bank and 
send them to another. 

Have you studied—lately—the checks your bank uses ? 
Do they hold present customers and draw new ones— 
or are they losing business to some other bank whose 
checks mark it as modern and alert ? 

Handsome, crisp, easy to write on, Todd checks are 
an invitation to customers of the type you want most. 
Best of all, because of their unique safety features they 
can be successfully merchandised to present and pro- 


NAME 


spective depositors. Todd checks cannot be counterfeited 
because the check crook cannot obtain Todd check paper 
in blank. Todd checks cannot be altered because hidden 
VOIDS automatically cancel them at the first touch 
of ordinary ink eradicator. Insurance guarantees this 
protection. 

This is a natural time of year to shape your future 
check purchases. It is, therefore, timely to consider 
Todd's offer of a money-saving, 3-year purchase plan by 
which you can take advantage of current quantity prices 
without tying up money in idle stock. 

For sample specimens of Todd checks and details of 
our plan to stabilize your check costs, fill out and mail 
the coupon below. 


mples of Super-Safety Checks and information as ~ 
to how the Todd Three-Year Service Plan can stabilize our check 
costs for the next three years at present quantity prices. 
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JUST A 
MINUTE 


Climate 

ASKED wHAT he thought would be 
1941’s No. 1 Question, ALBERT W. 
Atwoop put his reply into the article 
on page 19. 

The prime query is, he says, “just 
what place American banking will have 
in the defense picture.” 

But of particular interest is Mr. 
Atwoop’s concluding statement. At the 
risk of repetition we quote it here: 

“The significant point is that the 
‘climate’ in regard to the relationship 
between banks and the Government has 
changed decidedly for the better. Bank- 
ers are no longer ‘money changers’ to be 
driven from the temple, but an essential 
and integral part of the defense pro- 


Please don’t let this fragment divert 
you from reading the whole article. 


London Carries On 


Mr. BeEprForp’s article about war- 
time banking in London was accom- 
panied by a brief note in which the au- 
thor introduced himself. He is on the 

(CONTINUED ON PAGE 3) 
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“We are very glad to go on record as a satisfied user of 
your equipment,” writes Clarence G. McDavitt, Jr., 
Executive Vice-President of the Somerville National 
Bank, Somerville, Mass. “Our experience with your 
machines covers a long period of time, and we feel 
that our investment in National equipment has been 
extremely profitable. 

“Our savings department has been equipped with a 
National Window-Posting Machine for some time. When 
we decided to put our personal loan payments through 
the savings department, we found that this machine 
could readily control the 3500 personal loan accounts. 

“Your Central Proof Machine in our check tellers’ 
department has been a source of great satisfaction. It 
permits an even flow of work through the department, 
and its feature by which errors are automatically de- 
tected leads us to believe that this machine is the most 
important addition to bank equipment since the intro- 
duction of the bookkeeping machine. 

“Control of receipts — especially interest payments 
— and disbursements for the loan cage has always been 
a problem requiring a very great amount of auditing. 
By using one of your Remittance Control Machines, we 
find we have established control of these items and, at 
the same time, have provided an adequate method of 
certifying notes and payments on notes. 

“Your service department has been prompt and effi- 
cient at all times. We are very glad to recommend 
National Machines.” 

Have our local representative demonstrate the various 
National Machines used by banks the country over. 


= 


The National Cash Register Company # 


DAYTON, OHIO 
Cash Registers * Bank-Bookkeeping Machines * Typewriting-Bookkeeping Machines 
Posting Machines * Postage Meter Machines * Check-Writing and Signing Machines 
Accounting Machine Desks * Analysis Machines * Correct Posture Chairs 
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just A MINUTE—Continued - 


inspection staff of Lloyds Bank and 
makes the rounds of the branches for 
the Head Office. Formerly he was as- 
sistant accountant at the bank’s largest 
provincial office. 

“Tam,” he went on, “an Associate of 
the English Institute of Bankers (with 
distinction). In 1927 I was Sir Edward 
Holden Prizeman in Banking at the 
City of Birmingham Commercial Col- 
lege. I have lectured and contributed to 
various periodicals on banking and eco- 
nomic subjects.” 

Mr. BEepForD offered an amusing 
illustration of how England’s “regu- 
lated enlistment” can work out. 

The manager of a branch office had re- 
peatedly to complain of the unsatisfactory 
work of one of his young clerks. The young 
man himself realized that he was a square peg 
in a round hole, so when the war began he de- 
cided to enlist. To the manager’s intense dis- 
appointment the clerk reappeared after a 
few days’ interval to announce that when 
the military authorities discovered him to be 
a bank employee they had sent him back to 
wait until his age group was called up. 

This system of reservation and of calling 
up in age groups has prevented the banks 
suddenly losing a flood of men, and we hope 
it will ensure that an adequate number will 
remain in the offices. The system has been of 
great advantage to industry generally and, 
on a long term basis, should make for the 


greatest use of man power and the maximum 
war effort. 


Thank You, Mr. Ingman 


On page 64 of last month’s BANKING 
there was a story about JoHN WASHING- 
TON INGMAN, trust officer of the First 
National Bank of Port Chester, New 
York, who has been with the bank since 
July 5, 1871. There was a picture of Mr. 
INGMAN, too, as you may remember. 

Well, not long after the issue had 
reached Port Chester, came a note from 


Mr. IncMAN. It said—we hope we are 
violating no confidence—that the writer 
enclosed 25 cents for a copy of the 
December number. 

The money was there, all right. In 
fact, it was pinned to the note. Yes, we 
said “pinned”. Mr. INGMAN’s remit- 
tance was a crisp “shin plaster” for a 
quarter part of a dollar—the crispest 
shin plaster we had ever seen. 

Down into the editorial pocket went 
the editorial hand. Out it came with a 
hard twenty-five-cent piece which was 
turned over to the Circulation Depart- 
ment, which, in turn, sent Mr. INGMAN 
his magazine. 

Into the editorial billfold disappeared 
—as we explained to the sender—the 
shin plaster. It has since been added toa 
small boy’s collection of Odds and Ends. 


Missing Picture 


Tuomas Bowron is vice-president of 
the First National Bank of Birming- 
ham, Alabama. He is also A.B.A. vice- 
president for that state. 

Furthermore, he is an aggressive 
member-getter for the Association, and 
it was in that capacity that BANKING 
sought his picture, planning to use it 
with the membership activity story in 
this month’s News Paper. For Mr. Bow- 
RON sent in 34 new members during 
the first three months of the Association 
year, which made him high man. 

“A picture of me,” he wrote, “would 
not help your story at all. I accepted the 
state vice-presidency solely because of 
my friendship with Mr. P. D. Houston, 
the President of the Association. I have 
loved him for a long time and have a 
high regard for him.” 

In order to help improve the member- 
ship percentage in his state, Mr. Bow- 
RON said he promised W. C. Bowman, 


NOT A GOOD PICTURE, BUT— 


This £100,000 check was given by Hyderabad, India, to Britain for construction of a 
R.A.F. fighter squadron 
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We don’t like the word 
“bargain” 


Ordinarily we “freeze up” when 
we hear it. But this De Luxe Check 
book really is a bargain—an out- 
standing value. 


Just think! 200 checks, on National 
Safety Paper—imprinted with cus- 
tomer’s name—numbered—leather cover 
with customer’s name gold stamped (on 
initial orders). 


Service 

Pat had opened his first bank 
account and had taken to paying 
most of his debts by check. One 
day the bank sent him a state- 
ment, together with a packet of 
canceled checks. 

“Mike!” he said to his friend 
one day, “sure an’ it’s a smart 
bank I’m doin’ business wid 
now.” 

“How’s that?” asked Mike. 

“Why,” replied Pat, ‘Oi paid 
all me bills wid checks and bejab- 
bers if the bank wasn’t slick 
enough to get ivery check back 
for me again!” —From Over the 
President’s Desk, published by 
the Madison-Crawford National 


Bank, Chicago. 
All for $1.25! 


De Luxe 


CHECK PRINTERS, INC. 


Lithographers and Printers 


president of the First National Bank of 
Montgomery, and A.B.A. Membership 
Committeeman, that he would “under- 
write 20 new memberships.” In the back 
of his mind was the thought that he 
might double that figure—and towards 
the middle of December he figured he 
had “only one membership to go to do 
that.” 

“T have felt all along,” concluded Mr. 
Bowron, “that I was only doing in a 
small way what I had agreed with Mr. 
Houston and Mr. Bowman to do, so 
please forget the picture.” 


Home Bank 


THIS YARN comes in a roundabout 
way—that is, we got it from E. C. 
Stone III of the Mercantile-Commerce 
National Bank, St. Louis, in the form of 
a clipping from the Globe-Democrat 
about a story by V. Paut Dorsey pub- 
lished in the Baltimore Sun about a 
couple named Windsor—well, if you've 
stayed through all this genealogy, 
you’re entitled to the yarn, so here 
goes: 

It seems that Mr. and Mrs. Florian 
Windsor of Galesville, Maryland, live 
in a bank. They moved in soon after 
their marriage in January 1937. 

They were puzzled about arranging a 
bank as a home. When the building was 
closed to business late in 1934 the heavy 
iron door was locked and the bars on the 
six windows gave the place, says Mr. 
Dorsey, “‘somewhat the appearance of a 
county lockup.” Inside, the Windsors 
found the facilities for carrying on 4 
bank were still intact. The story con- 
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Comparison 

in number of 
tractors in use 
on Iowa farms 


WHAT'S BEEN HAPPENING IOWA 


1920 = 20,270 
1940 


Comparison 
of resources 
Bankers Trust 


1920 
1940 
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Measured in bushels of grain, Iowa’s agricultural production 
has held fairly even since 1920. But in this same period, 
tractors-on-farms have increased over 600%. Measured in 
clearing house totals, Des Moines banking volume has held 
fairly even since 1920. In the same twenty years, the 
resources of the Bankers Trust Company have grown from 
$4,700,000 to $23,399,000. There’s sound reason for the fre- 
quent suggestion: “Use the Bankers Trust in Des Moines.” 


BANKERS TRUST COMPANY 


DES MOINES, 10WA 


Member F.D.I.C. 


tinued: 
The Windsors set to work and soon the 
teller’s cage had been converted into a bed- 
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room, the vault made ready for a clothes cup- 
board, and the one-time board room fur- 
nished with a table and chairs to serve as a 
breakfast room. A gas stove and refrigerator 
in front of the teller’s cage provided kitchen 
space. 

“We were fortunate in one respect,” says 
Mr. Windsor, who beams with pride when 
someone calls. “We had to buy very little 
furniture, not even a vanity for my wife. All 
I did was to take a mirror from the board 
room and place it over the teller’s desk.” 


After several months the couple be- 
gan to tire of maneuvering the heavy 
iron door, so it was replaced with a 
wooden one. Then somebody accident- 
ally locked the vault containing the 
Windsors’ wardrobe. A safe expert 
opened the strongroom and insured 
them against a recurrence of that acci- 
dent by removing the combination. 


“Tn the summertime,” said Mr. Windsor, 
“this place is as hot as Hades, but we don’t 
mind, for when it gets too warm we take a 
swim in West River, a stone’s throw away. 
On terrific nights a 12-inch electric fan, some 
more of the equipment left behind when the 
bank closed, is brought into play.” 

The couple have much more difficulty 
keeping warm in the winter, but their coal- 
stove carries them through. 


Mrs. Windsor has hung maroon cur- 
tains over the windows to hide the steel 
bars, “which she admits she does not 
like.” 

A pleasant reminder of the building’s 
previous tenant came when she found 
“several nickels and pennies in floor 
crevices.” 


Birthday Department 

We learn—in time to offer congratu- 
lations, we hope—of four banks that 
recently celebrated their 75th anniver- 
saries. 

The StaTE-PLANTERS & TRUST 
Company of Richmond, Virginia, had 
its birthday last month, observing it 


N. S. F? 


You’vE heard stories about 
kings and presidents traveling 
without a purse. But did you 
know that the biggest Govern- 
ment spender of them all hasn’t 
the power to sign a check for 
Uncle Sam? 

The fact is that Federal Loan 
Administrator JESSE JONES, dis- 
burser of billions, paradoxically 
is not a “Government disbursing 
officer”. So if you ever get a 
Government check signed by 
Jesse JONES, just turn it back, 
because the Treasury won’t pay 
it. 


COMMERCIAL 


INVESTMENT 
TRUST 


INCORPORATED 


CoMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $56,000,000, provides a 
nation-wide sales finance 
service through subsidiary 
companies with a network of 
branch offices throughout the 
United States. This service, 
in the main, consists of pur- 
chasing self-liquidating ac- 
counts, and extends to auto- 
mobile dealers, household 
appliance dealers, and to 
manufacturers and dealers 
in many lines of industrial, 
commercial and professional 
equipment, including the 
heavy goods industries. - 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 296 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 
Treasurer, 
Commercial Investment 
Trust Incorporated 
1 Park Ave, New York, N. Y. 
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THE SERVICE STAFF of this organization — responsible for 


the numerous functions separate from but incident to the 


actual purchase and sale of securities —comprises half the 


total number of employees and has an average period of 


employment exceeding 13 years; almost half of these have 


service records averaging 19% years. 


A readable brochure further outlining basic policies and 


activities of this organization, will be sent upon request. 


HALSEY, STUART & CO. INc. 


CHICAGO, 201 S. LA SALLE STREET + 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products 
of General Motors Corporation 
and its world-wide affiliates: 
CADILLAC, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLETautomobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL and other 


INSTALMENT 
PLAN 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 


GENERAI and institutions, in 
MOTORS 


convenient maturities 
and denominations at 
current discount rates. 


with a large cake lighted with 75 electric 
candles, and an historical exhibition. 

The MeERcHANTS NATIONAL Banx 
AND Trust Company of Meadville. 
Pennsylvania, marked its three-quarters 
of a century with a booklet “75 Years 
Young.” 

The First NATIONAL BANK of Mobile 
is the third of our four 75 Year Club 
members. It’s the oldest bank ip 
Alabama. 

Fourth on the list is the Crarx 
County NaTIONAL BANK of Win- 
chester, Kentucky, which passed its 
diamond milestone in November. 

Twenty-five years younger is the 
CitizENS NATIONAL Trust & Savincs 
Bank of Los Angeles which celebrated 
Birthday No. 50 by printing a brief 
account of its career and services. 


That $5 


Our DECEMBER Picture Title con- 
test was very popular. The drawing of 
the gentlemen in pursuit of a portable 
radio up the Street called Wall was sub- 
ject to many interpretations and—as is 
always the case when BANKING’s read- 
ers enter a competition (you’re wel- 
come)—the judges did considerable 
head-scratching before picking the 
winner. 

It was finally voted that FRAncis J. 
SULLIVAN of Brooklyn, New York, 
should have the $5. Mr. Sullivan prob- 
ably figured that Wall Street folks 
aren’t enviably busy these days and 
have time for diversions. Anyway, 
going into race track parlance, he 
quoted the radio as saying: 

“And now the third at Hialeah” 
which is the winning title. 


Special Award 


NOTHING IN the contest pleased us 
more than receipt of an entry from the 
class in banking at Manual Training 
High School, Peoria, Illinois. David 
C. Hilling, head of the commercial de- 
partment, forwarded the young people’s 
selection. So pleased were we by this 
evidence of interest that to the junior 
Peorians, who didn’t get the prize, we 
award a special and hearty Thank You. 
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The Condition of BUSINESS 


keep business guessing throughout 1941 is how to 
expand enough, but not too much. The defense 
program has the right of way and the first essential of 
a strong defense is to keep both feet on the ground. 
We are a long way from a boom, if we mean by that 
prosperity, the production of goods for a higher stand- 
ard of living and industrial profits. Much of the defense 
production that is beginning to show in the indexes, 
compared with a year ago, is definitely of a type that 
will not contribute to better homes, better living, nor to 
the financial well-being of industry once the tax bill has 
been paid. 


Ti OUTLOOK. One important problem that will 


A BASIC DIFFERENCE. The period of increasing ac- 
tivity now at hand does not resemble very greatly 
the maligned boom of the 20s. This one today is an arti- 
ficial growth from top to roots with the production 
curve and profit curve likely to part company as we go 
along. What happened in 1928 and 1929, even admitting 
all mistakes and excesses, sprang from a genuine and 
popular faith in the industrial progress of the country, 
the only real source of prosperity. 


Bours AND BATTLESHIPS. The present rising trend has 
its origin largely in the fact that the Government wants 
blankets, skis, mattresses, warehouses, trucks, cots, 
machinery, oil, hip boots, loud speakers, tent poles, 
guns, bathrobes and everything conceivable in various 
quantities ranging from a few dollars worth of bolts to 
many millions worth of battleships. 

A breakdown of all defense contracts let to November 
1, 1940, reveals ship construction as a major classifica- 
tion and aircraft next. 

The figures show a little more than 3% billion dollars 


for ship construction; for airplanes and engines, a 
billion and a half; for ordnance and ammunition, more 
than a billion and a quarter. There have also been con- 
tracts for 840 million dollars of other construction and 
for 805 million dollars of other manufactured products. 
These figures totalled at that date approximately 
$7,617,000,000, which did not include subcontracts, 
which in many instances represented more than 50 per 
cent of the entire outlay. 


Tae EXPANSION RIDDLE. Some industries still have 
capacity to spare for the time being but the only final 
answer to the whole task of rearmament and industrial 
mobilization is a prodigious expansion of plants, equip- 
ment and operating space in general. Yet it stands to 
reason that if business spreads itself out to take care of 
new orders totalling hundreds of millions monthly 
somebody will be sitting on the floor when the music 
stops and there aren’t enough seats to go around. 


Maxine SOCIALISTIC HAY. It is an inherently hazard- 
ous situation that is engaging a large share of the 
attention of business leaders, because no one has yet dis- 
covered how to have a boom based on war without hav- 
ing a lot of idle men and machinery when peace comes. 
Consequently we are being told by our own national 
socialists that things are not going to be the same after 
the war and that we must learn a new economic cate- 
chism. There is no attempt to cite chapter and verse and 
say exactly how life will be different but the prophets of 
a profitless new order certainly make up in cocksureness 
what they lack in detail. In their earnestness they make 
two assumptions that are open to question. One is that 
“capitalism” is at stake and the other is that the thing 
that we have had these last few years is capitalism. 


BANKING’s monthly survey compared with the Federal Reserve Board’s Index of Industrial Production (adjusted) 


INDEX of Industrial Production 
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Swact INDUSTRIES. The expansion of activity in many 
big industries has gone about as far as possible with 
present space, power and the supply of trained men. 
Small industries offer the best chance at present of rais- 
ing the production figures during 1941, but the problem 
of how to bring these lesser industries within the orbit 
of the defense program becomes more complex by the 
month. During a period like this the position of many 
small businesses is jeopardized by the need for skilled 
workers and by the expansion and the improvement of 
methods on the part of larger competitors. In any case 
an examination of defense purchases up to the present 
time indicates that smaller units have not fared so well. 


Renenus. Two steps in particular have occurred 
lately that may offer some solution. One is the deter- 
mination of the SEC to exempt issues of $100,000 or 
less from the publicity requirements of the law. Some 
such step has been urged ever since the act was first 
put on the statute books and it is only one of the many 
things that business feels should be done to bring new 
capital to a boil. 

Other recommendations are many and varied but in 
general include any steps intended to make the invest- 
ment of money fairly safe and potentially profitable. 

Somewhere along this line is the Assignment of Claims 
Act and the efforts on the part of the Federal Reserve 
Board and the American Bankers Association to help 
small industries participate in defense activities. A very 
important feature of this step is the inclusion of possible 
technical help along with credit information to small 
industries interested in bidding on defense contracts. Small 
businesses naturally have difficulty in getting adequate 
and up-to-date technical information about new machin- 
ery, new methods and new products that might be made 
with present machinery. Small textile, toy or furniture 
makers, just to cite a few examples, have been found to 
- possess just the equipment for certain phases of gun 
manufacture. 


Taxes AND PRICES. The important feature of this 
boom and a thing that distinguishes it from previous 
periods of increasing activity is the prospect of relatively 
limited profits. Earnings available for dividends are go- 
ing to depend on two things chiefly, taxes and prices. 
The Government has both of these largely in its own 
hands for the present and we can be sure of two aims at 
least, namely, that taxes will be as high as possible and 
that prices will be as low as possible. 


Paxine FOR DEFENSE. There are still some who per- 
sist in believing that the defense program can be paid for 
by some miracle, without sacrificing any comforts and 
convenience, without a huge increase in taxes, or any 
inflationary jiggle of the currency or debt repudiation by 
some name or other, but these people are members of a 
vanishing race. 
R. Kunns 


Cross INDEX. BANKING’S index of the general trend of 
business, obtained from a poll of 3,000 bank directors and 
bank presidents in all parts of the country, shows a slight 
decline. 

Sixty per cent of those polled for the purpose of this 
summary said that the volume of activity is increasing, 32 
per cent reported activity maintained and 8 per cent re- 
ported a decline. The month before, 69 per cent said that 
the direction was up, 25 per cent reported that their re- 
spective enterprises were holding their own, and 6 per cent 
reported an unfavorable trend. 

The composite cross index figure this month stands at 88, 
compared with 92 last month. 

In reply to a question as to whether the improvement was 
due to the defense program, 58 per cent said yes and 42 
per cent said no. 

Eighteen per cent of the bank presidents said that there 
has been increased loan activity traceable to the defense 
program and 82 per cent said that the effect had not yet 
been observable in their loans. 


A handful of 1940 news events and the trend of market averages 
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IN THIS BOOK IS THE ANSWER TO 


Profitable Air Conditioning 
for Your Bank 


25 YEARS EXPERIENCE 


is summed up in this 
handsome brochure. 
Be sure you see it! 


Today more than ever before, banks 
are turning to Carrier Air Condition- 
ing for added efficiency in their own 
quarters... and for better rentals 
and extra profits from properties 
they manage or control. 

For Carrier has proved that air 
conditioning can make profits and 
keep them up—cut costs and keep 
them down. That is why you'll find 
Carrier equipment in the Chase 
National Bank No. 9, New York; the 
Central Missouri Trust in Jefferson 
City; Bank of America, Fresno, Cal., 
and many others 


AIR CONDITIONING'S 
FIRST NAME 
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In property modernization too, in 
stores, factories and office buildings, 
Carrier knows how to put air con- 
ditioning where it pays — not where 
it increases overhead 


Big Savings Over Former Costs 


Creating comfort that pays a profit 
has been Carrier’s business for more 
than 25 years. Today, because of its 
pioneering and its experience in 
whipping every kind of air con- 
ditioning problem, Carrier can offer 
you air conditioning to fit your needs: 
factory perfected; quickly installed; 


CARRIER CORPORATION 
‘*Weather Makers to the World” 
Syracuse, New York 


(In Canada, 30 Bloor St. West, Toronto, Ontario) 


Yes, have your Carrier representative show me the record of 
Carrier achievement and how it can mean more profits for me. 


lower than ever in cost; higher than 
ever in dependability, economy and 
profitable comfort. 


Find Out How Your Business 
Can Profit 


The complete story of Carrier Air 
Conditioning, 
achievements of more than a quarter 
century, form the exciting contents 
of a new brochure just off the press. 
It’s a story you'll want to know... 
a story that shows the way others 
have profited with Carrier Air Condi- 
tioning. The Carrier representative 
will be glad to show you how your 
business can profit too. Call him. 
He is listed in your classified phone 
book. Or mail the coupon today. 


the activities and 


Desk A8 


‘ 
— | 
| 
| 
| 


* 


HERBERT M. BratTTER, reporter of the following news 
from Washington, is a frequent writer for BANKING. 


Washington, D.C. 


If one man did all the work! 


E RELEASES out of Washington give us a daily 
bird’s-eye view of the size of the defense program. 


But, for a little different perspective, take a worm’s 
eye view. According to Russell G. Creviston of the 
Crane Company—speaking on behalf of the plumbing 
and heating industry at the Construction Industry 
Conference of the Chamber of Commerce of the United 
States—direct appropriations to date of 16.6 billion 
will require 8,400,000 man years of employment. This 
employment has been roughly divided as follows: 


2,000,000 man years at the construction site—Navy Yards, 
cantonments, etc. 

1,900,000 man years in factories of final fabrication. 

4,500,000 man years in production, transportation of raw 
materials, etc. 


Expressed in terms of building crafts we find: 18,000 
man years for carpenters, 8,000 man years for brick- 
layers, 4,000 man years for electricians, 5,400 man years 
for painters, 7,000 man years for piping trades. 


Mr. Jones makes it plain 


LIFE INSURANCE PRESIDENTS heard something about 
interest rates at their annual convention in December. 


The National Prospect 


* 


‘‘Remember . . . it is late in 1940, and not the 1920s 
or the early 30s,” the Federal Loan Administrator told 
them. And Mr. Jones went on to say: “I am aware of 
the difficulty you have in finding sound investments for 
your reserve at what now is regarded as high interest, 
and that it is necessary for you to adjust your dividends 
and yield to your policyholders to a somewhat lower 
level than—let us say—in the good old days. . . 

“T also challenge the statement that the Government 
is responsible for low interest rates, but if it is, I am for 
it. Banks and insurance companies make interest rates. 
. . . It is the borrower that enables lending institu- 
tions to put money to work. We ought to make it easy 
and not hard for him to do so.” 


The Army banks on a banker 


THE ARMY IS MOBILIZING not only man power, but 
also statistics, and on a big scale, too. Heading up this 
draft of the digits is, quite logically, the man who in 
World War I organized for Uncle Sam the first statis- 
tical unit to be created in any army—Col. Leonard 
Porter Ayres. 

Until recently Col. Ayres was the Cleveland Trust 
Company’s director of education and statistics. In 1932 
he became chairman of the A.B.A.’s economic policy 
commission. He has also been chairman of the A.B.A.’s 
Research Council. In these capacities he naturally has 
become well known in banking circles throughout the 
country. 

Not many people know, however, that this former 
chief statistician of the A.E.F. and Dawes Plan adviser 
started out as a teacher in the public schools of Puerto 
Rico, and eventually worked his way up to the position 
of chief of the division of statistics of the island govern- 
ment. Bankers know of his books on business cycles 
and depression; but he is also the author of numerous 
monographs on the public schools. 

The present statistical plans of the War Department 
are much more elaborate and efficient than the pioneer 
set-up of 1917-18. That set-up, incidentally, was copied 
by other countries and in Germany developed into the 
all-important economic section of the general staff, 
commanded by a major general. 


A whale of a title 


WHEN 54-YEAR-OLD John Charles Rovensky gave up 
his position as head of Chase National’s foreign depart- 
ment to help the national defense effort in Washington, 
the government made a very good bargain. For by it 
Uncle Sam gets Rovensky’s three decades of experience 
in foreign exchange operations and the financing of 
international trade, while on his part Mr. Rovensky 

(CONTINUED ON PAGE 12) 
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Jesse H. Jones, Secretary of Commerce and Federal Loan Ad- 
ministrator, has definite views on interest rates (see item on 


this page) 
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No guesswork here! This huge machine, capable 
of exerting a pull of a million pounds, is used to 
determine the tensile strength of cordage—that 
buyers may have facts to guide them. 


In selecting a company to safeguard your institu- 
FIDELITY, SURETY AND tion against the hazards of employee-dishonesty, 
BANKERS BLANKET BONDS burglary, robbery and forgery, look for the facts 
BURGLARY, ROBBERY, FORGERY that indicate its ability and willingness to pay its 
AND GLASS INSURANCE losses promptly and fully—not just today, but in 
the remote future as well. 


Here are the facts with respect to the FéD: (1) half 
a century of specialized experience in the issu- 
ance of the types of coverage mentioned above; 
(2) a record of never having failed to meet its 
and obligations promptly and fully; (3) a surplus to 


policyholders, as of June 30, 1940, of $11,963,592; 
COMPANY OF MARYLAND (4) a nation-wide organization consisting of 52 
BALTIMORE g g 


field offices and more than 9000 experienced 
local agents. 
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BANK OF MONTREAL 


Established 1817 
A presentation, in easily understandable form, 
of the Bank’s 


ANNUAL STATEMENT 
31st October, 1940 


LIABILITIES 
LIABILITIES TO THE PUBLIC 


RESOURCES 
To meet the foregoing Liabilities the Bank has 
Cash in its Vaults and Money on —— with 


Bank of Canada . ‘ $ 83,034,576.56 


Notes of and Cheques on Other es 32,254,269.70 
Payable in cash on presentation. 

Money on Deposit with Other Banks 61,382,283.44 
Available on demand or at short notice. 

Government and Other Bonds and Debentures 461,827,040.63 


Not exceeding market value. The greater portion consists of gilt-edge 
securities which mature at early dates. 


Stocks 196,182.87 
Industrial and other stocks. Not exceeding market 

Call Loans outside of Canada 
Secured by bonds, stocks and other negotiable securities of greater value 
than the loans and representing moneys quickly available with no dis- 
turbing effect on conditions in Canada. 


19,552,470.11 


Call Loans in Canada 4,606,348.55 
Payable on demand and secured by bonds and stocks of greater oalue 
than the loans. 

Bankers’ Acceptances 332,264.27 


Prime drafts accepted by other banks. 
TOTAL OF QUICKLY AVAILABLE RESOURCES 
(equal to 75% of all Liabilities to the Public} 


Loans to Provincial and Municipal Governments 
including School Districts ‘ 
Other Loans 
To manufacturers, formers, merchants ond others, on conditions con- 
sistent with sound banking. 
Bank Premises 
Two properties only are corvied + in the names of holding companies: the 
stock and bonds of these companies are entirely owned by the Bank and 
appear on its books at $1.00 in each case. All other of the Bank’s premises, 
the value of which largely exceeds $13,900,000, appear under this heading. 


Real - a _ Mortgages on Real Estate Sold by the 
Bank 974,202.89 


Acquired i in the course of the Bank’s business ond in process od being 
ized upon. 


- $663,185,436.13 


35,313,063.39 
233,560,368.24 


13,900,000.00 


Customers’ Liability under Acceptances and 


leaving an excess of Assets over Liabilities to the Public of $ 77,083,656.50 


HEAD OFFICE: MONTREAL 


CHICAGO OFFICE: 27 South La Salle Street: 
SAN FRANCISCO OFFICE: Bank of Montreal (San Francisco), 2. California Street: 


$848,865,349.96 
able on demand and after notice. 
Notes of the Bank in Circulation 19,816,520.50 
Payable on demand. 
Acceptances and Letters of Credit Outstanding 11,677,303.17 
Financial responsibilities undertaken on behalf of customers (see off- 
setting amount in Resources”). 
Other Liabilities to the Public ‘ 3,892,125.64 
Items which do not come under the foregoing headings. SS 
Total Liabilities to the Public . R $884,251,299.27 
LIABILITIES TO THE SHAREHOLDERS 
Capital, Surplus and Undivided Profits 
and Reserves for Dividends . ‘ 77,083,656.50 
This amount represents the shareholders’ interest in “the Bank, over 
which liabilities to the public take precedence. 
Total Liabilities $961,334,955.77 . 


Letters of Credit 11,677,303.17 
Represents liabilities of customers on account of Letters of Credit issued 
and Drafts accepted by the Bank for their account. 
Other Assets not included in the Foregoing 2,724,581.95 
Making Total Assets of . $961,334,955.77 
to meet payment of Liabilities to the Public of 884,251,299.27 


NEW YORK AGENCY: 64 Wall Street: A. J. L. Haskell, G. R. Ball, L. L. Sinclair, Agents 
A. Macpherson, Manager 


Woods, President 


gets $1 a year and perhaps the longest 
title in Washington. The moniker is— 
now take a deep breath—“ Director of 
Finance and Trade in the Office of the 
Coordinator of Commercial and Cul- 
tural Relations between the American 
Republics in the Council of National 
Defense”. All this, and $1-a-year, too! 
In plain English, Mr. Rovensky is an 
aide-de-camp to Nelson Rockefeller on 
the all-American front. 

Mr. Rovensky is not an advocate of 
barter as a normal way of trading. But 
he thinks America may have to take a 
page or two out of Germany’s book of 
international trade methods. 


Forged government checks 

THE PUBLIC has been losing approxi- 
mately $350,000 a year because of 
forgeries or other irregularities in gov- 
ernment checks cashed for customers 
by the corner merchant. The Secret 
Service is waging constant war on 
check thieves 


Ferguson heads FHA 


WITH THE RESIGNATION of Federal 
Housing Administrator Stewart Mc- 
Donald to take over the chairmanship 
of the Maryland Casualty Company, 
Abner H. Ferguson became head of 
FHA. A native of Virginia, Mr. Fer- 
guson during most of his adult life 
has been located in Washington, prac- 
ticing law until his appointment as 
assistant general counsel of FHA late 
in 1934. From that position he worked 
his way up to the position of First 
Assistant Administrator. Mr. Ferguson 
assumes his new office with the un- 
restrained blessing of Mr. McDonald 
and Jesse Jones. Mr. McDonald in- 
formed the President that the FHA 
“is efficient and functions smoothly 

(CONTINUED ON PAGE 14) 


Abner H. Ferguson is now head of the 
Federal Housing Administration 
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What! Services Given ‘''@ the Bank? 


BANKER GIVES his customers aid and 
A counsel that are never paid for. And for- 
tunately, the bank can also be on the receiving 
end of added services that involve no expense. 
Your bank can benefit by an outstanding 
example of this when you purchase checks, 
letterheads, passbooks, statements and other 
stationery forms for customer or bank use. 

The experienced representative of a good 
house specializing in bank stationery plans 


your orders to avoid waste; he fits materials 
and processes accurately to your needs; guards 
your supplies against misuse; and his expert 
knowledge of phrasing, arrangement and 
detail supplements your own. 

This protection and the economy of long 
experience and specialized equipment are 
extra services which become automatically 


yours when you buy from any member of this 
Institute. 


FOR BETTER RELATIONS BETWEEN YOUR BANK AND THE PUBLIC 


THE INSTITUTE OF 
BANK STATIONERS 


January 1941 


51 EAST 42ND STREET + NEW YORK 
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(CONTINUED FROM PAGE 12) 


under the general direction of my first 
assistant, Mr. Abner H. Ferguson, who 
is, I believe, well known to you and 
whom I sincerely trust you will ap- 
point my successor. Mr. Jones concurs 
in this recommendation. I will, as 
Deputy Federal Loan Administrator, 
be in constant touch with Mr. Fer- 
guson, actively advising with him on 
all matters... . ” 


Old hand, new job 


AN OLD FRIEND of bankers and for- 
eign traders, Grosvenor M. Jones, for 
more than 17 years chief of the Com- 
merce Department’s Finance Division, 
is now taking an active part in inter- 
departmental activities related to Pan 
American economics and the defense 
program. Recently advanced to the 
position of Assistant Director of the 
Bureau of Foreign and Domestic Com- 


SAID THE ELECTRICAL MOUTH 
TO THE ELECTRICAL EAR... 


** Joe took father’s shoe bench out. 
She was waiting at my lawn.” 

If you were passing through the 
Bell Telephone Laboratories today 
you might hear an electrical mouth 
speaking this odd talk, or whistling 
a series of musical notes, to a tele- 
phone transmitter. 

This mouth can be made to re- 
peat these sounds without variation. 
Every new telephone transmitter is 
tested by this mouth before it re- 
ceives a laboratory or manufactur- 
ing O.K. for your use. 

This is only one of the tests to 
which telephone equipment is sub- 
jected in the Bell Telephone Labo- 
ratories. And there isareason for the 


selection of those particular words. 


The Bell System is doing its part in the country’s program of National Defense 


It happens that the sentence, “Joe 
took father’s shoe bench out,” and 
its more lyrical companion, “She 
was waiting at my lawn,” contain 
all the fundamental sounds of the 
English language that contribute to 
the intensity of sound in speech. 
Busily at work in the interest of 
every one who uses the telephone 
is one of the largest research lab- 
oratories in the world. The out- 
standing development of the tele- 
phone in this country is proof of 
the value of this research. In times 
like these, the work of the Bell 
Telephone Laboratories 


becomes increasingly 


important and necessary. 


BELL TELEPHONE SYSTEM 


merce in charge of international service 
activities, such as finance, tariffs and 
commercial laws, Mr. Jones now is 
putting his long Latin American experi- 
ence to use as the Commerce Depart- 
ment’s representative on the interde- 
partmental coordinating committee on 
Latin American affairs. 

In 1920-21 Mr. Jones was with the 
Mercantile Bank of the Americas in 
Peru. He has travelled widely in Latin 
America. Last year he was a member 
of the American delegation during the 
conference of American foreign minis- 
ters at Havana, where ten years earlier 
he served as financial adviser to Am- 
bassador Guggenheim. Among his pres- 
ent official duties is the supervision of 
the Commerce Department’s trade 
agreements unit. And his work in the 
Department brings him into close con- 
tact with the Export-Import Bank. 


Mr. Eccles on gold 


MARRINER S. ECCLES IS URGING that 
“we must discourage the purchase of 
government securities by banks” and 
encourage the wider holding of such 
securities by others. Reserve require- 
ments for both member and non-mem- 
ber banks should be increased, he 
advocated in a recent speech. 

The most significant point made in 
Mr. Eccles’ address is that silver and 
gold purchases “are almost entirely 
responsible for the present and con- 
tinuing growth of excess reserves.” This 
point, so obvious to some, is by many 
overlooked. As one corrective step, he 
proposes that present silver-buying 
and greenback legislation be repealed. 
If it is advisable to help certain coun- 
tries by purchasing their gold and sil- 
ver, the same end can be accomplished 
by lending them dollars against their 


Grosvenor M. Jones has had wide Pan 
American experience (see item above) 
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HARRIS & EWING 


Morton Bodfish (above), executive vice- 
president of the United States Building and 
Loan League, has been appointed a dollar- 
a-year consultant to Defense Housing 
Coordinator Palmer 


bullion, and keeping such bullion out 
of our monetary system, Mr. Eccles 
points out. 


Drafting wealth 


Last SUMMER conscription of wealth 
as a defense measure was bruited be- 
fore Congress. Alongside conscription 
of men there should be the drafting of 
industry, communications and capital, 
it was urged. This is not quite what the 
Administration has in mind when the 
headlines report “Treasury Plans Draft 
on Wealth.” The Treasury is merely 
seeking to tax the interest on bonds. 
But the President seems to have in 
mind something definitely broader. He 
holds that ‘To rearm effectively means 
more than men and munitions. It means 
an equitable distribution of the wealth 
from our unparalleled material re- 
sources, help for the underprivileged, 
security for workers and farmers and 
whatever else that is necessary to keep 
democracy a dynamic force.” 


Neighborhood conservation 


As A RESULT of its “community con- 
servation test” in Baltimore the Fed- 
eral Home Loan Bank Board is distribut- 
ing a 97-page illustrated book, Waverly 
—A Study in Neighborhood Conservation. 
On the premise that blight starts with 
the neglect of a single property and ends 
in a full blown slum, the board offers 
“a preventive remedy ”’. 

The treatment outlined in the book 
has two major phases: 

1. The physical restoration—by means of 
minor repair and major reconditioning, re- 
modeling, modernizing, embellishment and 
landscaping—of all depreciated housing 


within a selected area. 
2. Adjustment of zoning regulations and 
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HERE’S OUR DRAFT FOR *99,967.88 
IN PAYMENT FOR YOUR LOSSES 


“No quibbling—no hair-splitting”’... that’s the 


reputation given us by our policy-holders. 


Recently a leading manufacturer* found this 
true when we reimbursed them $99,967.88. 


But more than a reputation for prompt payment, 


however, has won acceptance for 


AMERICAN CREDIT INSURANCE 


with fact-finding, cost- figuring executives. They 


know it serves as a powerful safeguard against con- 


ditions which may upset their credit picture without 


warning. It throws up a bulwark of defense for 


profits at a cost of only a fraction of a cent per 


dollar of sales. 


AMERICAN 
CREDIT INDEMNITY 


COMPANY 


of New YORK 


"Business Stability and Profits” 
is our new booklet, explaining how 
American Credit Insurance solves the 
credit risk problem. We will gladly 
send you a copy. Address Dept. K. 
*Name withheld upon request, but it can be verified. 


J. F. McFadden, President 


First National Bank Bldg., Baltimore 


OFFICES IN PRINCIPAL CITIES OF 
UNITED STATES AND CANADA 
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Sound Defense Loans 


Every bank is eager to help the defense program by 
making sound loans to participating companies. In 
each case, however, a proper relationship of equity 
capital to bank loans must exist. 


Contrary to the general impression, equity capital 
for medium-sized industrial companies can be raised 
today without prohibitive expense. This is confirmed by 
the experience of a number of such companies for 
whom we have accomplished it. 


We are glad to cooperate with banks in offering our 
services to their industrial clients or prospects. 


DISTRIBUTORS GROUP 


INCORPORATED 


63 WALL STREET NEW YORK CITY 


This investment 


pays you 
dividends 


oi VACATION now at The 


7o simplify the 
handling of your bank’s 
bond portfolio, to make 
check-ups easy and 
automatic, USE.... 


eee Traymore will pay you dividends in 
9 increased physical vigor and mental 
P OORS alertness through the winter months. 


There’s bicycling on the boardwalk, 
golf on summer-green courses, 
horseback riding on the beach, 
health baths, roller-chairing, de- 
lightful food, spacious, quiet sleep- 
ing rooms, sports and amusements. 
The air is mild, warmed by the Gulf 
Stream. Rates are invitingly low. 


Investment Credit File 


A new bank service, 
designed by a bank, 
for banks / 


SEND for FREE 
samples of “the 
newest and best aid 
in bond portfolio 
managem ent.” 


Cruise Ashore at The 


TRAYMORE 


on the Boardwalk 
ATLANTIC CITY 
Bennett E. Tousley, Gen. Mgr. 


POOR’S PUBLISHING COMPANY 
90 BROAD NEW YORK 
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street patterns; opening, closing and widen- 
ing of streets, with traffic and parking re- 
forms; improvement of utilities; increase in 
park and playground space; gradual elimi- 
nation of non-conforming structures; and 
technical re-planning to guide both the re- 
habilitation of existing structures and all] 
new construction. 


Current economic statistics 


BANKERS interested in business con- 
ditions in particular localities may find 
it profitable to consult a new Com- 
merce Department compilation, Sources 
of Regional and Local Current Statis- 
tics. (Thirty cents from the Superin- 
tendent of Documents, Washington.) 


Retail trade booms 


CENSUS REPORTS show the volume of 
retail trade in 1940 markedly greater 
than five years ago, much more so than 
had been anticipated. In other words, 
business is better. But just why? The 
population has not grown that fast. Can 
it be people are less thrifty, more 
spendthrifty, than was customary? Is 
it possible that the uncertainties and 
gloom which shroud the future are 
making folks less saving? Or, perhaps, 
is it that “social security” is displacing 
the urge to make individual provision 
for one’s old age and substituting “live 
for the hours?” 


Pan American publications 


THe ROCKEFELLER CENTER office 
of the Colonial Trust Company of New 
York has arranged with the Pan Ameri- 
can Union to make the latter’s publica- 
tions available to the public. Facilities 
also are being provided by which re- 
quests for trade information on Latin 
America will be received and transmit- 
ted to the Pan American Union in 
Washington. The Union’s director, 
Dr. Leo S. Rowe, hopes that Latin 
American visitors to New York seeking 
trade information will use these New 
York facilities. 


“I always seem to be priming something” 
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Business men, bankers, credit executives and all others 

who are interested in safeguarding property values 

—~ whether theirs or others’>~ know that the safest, 

most complete protection is afforded in the Extended 

i . Coverage Endorsement. This elastic coverage is added 

7 to the regular fire policy at a very slight cost increase. 
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POSTING AND PROVING PLANS 
FOR A BANK'S COMMERCIAL 
BOOKKEEPING DEPARTMENT 


Is your present plan meeting ALL of your 
requirements? 


Is there an opportunity to reduce costs in 
this department? 


Will a change in plan assist in meeting the 


? 
requirements of the present work week 


BURRO 


Today’s necessity for reducing accounting costs, together with 
the problems set up by the present work week, makes it especially 
desirable that a bank occasionally review the posting and prov- 
ing method in use by the commercial department. To help you 
make comparisons and determine whether there is a way for 
you to reduce costs in this department, Burroughs has published 


a booklet describing in detail the ten posting and proving plans 


used by banks. This booklet is yours for the asking. Telephone 


your local Burroughs office, or, if you prefer, write direct to— 


BURROUGHS ADDING MACHINE COMPANY 
6014 SECOND AVENUE, DETROIT, MICHIGAN 
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This Year’s Question No. I 


FE... if the war should stop tomorrow the 
defense program would probably go ahead for at 
least two years more, because any immediate 
peace is not likely to be the kind that would jus- 
tify this country in halting its rearmament. This 
means that fully 8 billion dollars of additional de- 
fense orders are to be let, and, if sound economic 
principles are followed, a very large portion of this 
will be financed within the commercial banking 
system. 

Question No. 1 then is just what place American 
banking will have in the defense picture. Fortu- 
nately, from its very inception the National De- 
fense Advisory Commission, in cooperation with 
the Federal Reserve Board, has taken the position 
that commercial banks should have the first op- 
portunity to make defense loans, and it has set up 
machinery to put this principle into action. This is 
shown in several definite and specific ways. 

First, there is the effort to help plants of small 
or moderate size to participate as contractors and 
sub-contractors in the program, and to spread 
out and decentralize production as far as practica- 
ble. This is not only for protective reasons; it is to 
utilize more fully the facilities of the nation, to 
avoid building new plants, to use labor where it is 
now located, and to maintain economic balance. 
One estimate is that 175,000 organizations are 
potential producers of defense supplies, and many 
thousands of these have less than 50 employees. 

As the defense program expands and constantly 
increasing numbers of small suppliers and sub- 
suppliers are brought into the picture, their financ- 
ing presents both a problem and an opportunity 
for the banks. Naturally the small business man 
does not build a battleship, but he may be one of 
many hundreds of sub-contractors involved. In 
addition there are thousands of different miscel- 
laneous supplies to be bought, and all kinds of 
construction jobs to be done; it is certainly con- 
servative to say that upwards of a billion dollars in 
orders will go to small business organizations. 

Secondly, the National Defense Advisory Com- 
mission, in consultation with the Army and Navy, 
sponsored the “Assignment of Claims Act of 
1940”, which became law on October 9, and which 
completely changes former government policy by 
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permitting contractors to assign to banks moneys 
due them from the Government. In respect to 
many loans this gives banks more security than 
heretofore. But as Donald M. Nelson, coordinator 
of defense purchasing, has said, none of the steps 
taken means “the coming millennium for small 
business men,” and he might have added for banks. 

Not only is it the avowed purpose of the armed 
services to place contracts with responsible con- 
cerns but the banks have the same old duty, which 
they have always had in making loans, to see that 
the contractor can control his costs, do the work 
in a satisfactory manner and avoid over-extending 
himself. 

In the third place the National Defense Ad- 
visory Commission, after consultation with the 
War, Navy and other departments, has approved 
new forms of contracts which greatly add to the 
bankability of defense loans. Any bank may obtain 
the details from its correspondent bank, from its 
Federal Reserve bank or from a branch of its 
Federal Reserve bank. 

It is quite true that banks have no monopoly 
on defense financing. The Reconstruction Finance 
Corporation has vast resources which can be used 
for this purpose, and possibly at lower rates than 
any which a bank can afford to set. Jesse H. Jones, 
head of the Federal Loan Agency, has spoken of 
making loans at 14% per cent. But this figure 
should frighten no one. It refers to a class of loans 
which strong and powerful corporations could 
probably obtain at 114 per cent at any bank. 

The defense program, of course, is more im- 
portant even than the welfare of the banks; if the 
banks do not finance it the RFC will. But the 
main point is that the banks are to have the first 
opportunity, where possible, to do the job. 

The significant point is that the “climate” in 
regard to the relationship between banks and the 
Government has changed decidedly for the better. 
Bankers are no longer “money changers” to be 
driven from the temple, but an essential and integral 
part of the defense program. Considering that the 
commercial banks of the country made 24,998,000 
credit extensions in 1939 for an aggregate of $39,- 
810,810,000, it is plain enough that they will have 
a central réle to play in serving their country in 1941. 
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Periodic Community Check-Ups 


THOMAS H. REED 


This is one of a series of articles by Dr. REED on com- 
munity planning in connection with the defense effort. 


individual health and no less subject to insidious 
attack. We paid little attention to it through those 
happy generations of national development when every 
year showed, apparently as a matter of course, in- 
creased production and a higher national income. We 
have had, however, a good deal of occasion to be 
thoughtful about community health during the past 
ten years and must continue to have for some time to 
come. If you have not been in the habit of checking up 
on the conditions which make for vigorous life in your 
community, it would be well to begin at once and keep 
it up at not too lengthy intervals. Year before last’s 
information may be of little use in the crisis of today. 
Just as a physician would go over much more carefully 
an individual about to start on a polar expedition than 
one living the relatively regular and quiet life of a bank 
executive, the check-up on a community facing years 
of world conflict and disturbed national economy should 
be thorough indeed. 
Such a thorough examination of the community’s 
strength and weakness is of peculiar importance to its 
banks, so much so that they should assume responsibil- 
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(Cina health is no less delicately balanced than 


ity for seeing that it is well done. A community survey 
is a survey of potential banking business. The most effec- 
tive way in which banks as we now know them can combat 
the threatened rise of government owned and controlled 
credit institutions is by relating themselves more closely 
and universally than ever to the development of private 
enterprise. It is, obviously, not enough to stand and idly 
watch the clouds of depression and war roll by. It is essen- 
tial to seize the opportunities that exist and can be made 
to exist in the surrounding community. Banks need not 
wait for industrialists to come to them with plans of 
expansion. A banker who possesses a comprehensive 
and accurate knowledge of the resources of his locality 
can well suggest constructive means for the development 
of many industries. Banks, from their strategic loca- 
tion, are well fitted to be reservoirs of ideas as well as 
depositories of money. This does not mean unsound 
loans but a deliberate effort to create the conditions on 
which sound loans are based. 

The most immediately impending problems, of 
course, are those directly or indirectly related to national 
defense. Their solution will require all the intelligence 
and foresight that can be brought to bear upon them. 
Every community and every community’s banks need 
to know just what resources the community has which 
can be utilized in filling defense orders without getting 
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KALAMAZOO—Air conditioners, fishing tackle, trailers, pharmaceuticals, stoves 


so far out on the end of a limb that it cannot get down 
again when the peak of defense orders is passed. 
There is the example of York, Pennsylvania, which has 


recently been widely publicized. York is a diversified in- 
dustry town of 56,666 people. Its 248 industrial plants 
produce articles running all the way from ice-making 
machinery and bank vaults to artificial teeth, of the 
latter of which it produces nearly two-thirds the world’s 
supply. A committee of the York Manufacturers’ As- 
sociation made a thorough canvass of the machine tools 
in the community which were found, with skilled men to 
run them, not only in the metal trades but in many other 
concerns as well. The committee listed the number of 
hours per week such machines with men to run them 
were free for help on defense orders. When a plant gets 
a chance at a defense contract which it has not the re- 
sources to complete, it arranges to turn part of the work 
over to other plants that have men and machines of the 
right type to spare. This simple device, according to 
Business Week, has enabled York to take care of $20,- 
000,000 of defense orders without increasing plant 
facilities, importing labor, or hampering work for reg- 
ular customers. That is an ideal result. 

The York plan was initiated by a manufacturer, but 
there is no reason why a bank or banks should not as- 
sume similar leadership in other places. The first duty 
of such leadership is to find a workable plan for your 
community. You cannot tell what the present and po- 
tential capacities of your community are until they are 
enumerated. The York plan would not work everywhere. 
All communities do not have, as seems to have been the 
case in York, highly diversified plant facilities working 
at considerably below total capacity. The question of 
enlarging old plants and building new ones to fill de- 
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fense orders is an entirely different one. In some in- 
stances proposals in this direction may need to be care- 
fully examined if the long-run future of the community 
is not to be jeopardized. And disappointing regular cus- 
tomers to carry out defense contracts may prove a 
costly and unnecessary disaster. What is needed in 
every community is an immediate check-up to get th 
facts. 
There are a good many communities, also, which 
are still marking time as far as any special effort at 
coordinating defense production is concerned. There is, 
for example, the thriving city of Kalamazoo, Michigan, 
population 53,892, which in many respects is closely 
comparable with York. According to the 1937 Census of 
Manufactures, Kalamazoo’s industrial production 
amounted to $70,586,000 as compared with York’s 
$71,346,000. Kalamazoo, like York, is supported by 
highly diversified industries. There is, it is true, a de- 
cided emphasis on the manufacture of paper and allied 
products, including chemicals and machinery used in 
paper manufacturing, office equipment, ink, and cartons 
and boxes of almost every conceivable form. In addition, 
however, Kalamazoo has long been celebrated for the 
manufacture of pharmaceuticals, stoves and furnaces, 
musical instruments, taxicabs, water heaters, ventilat- 
ing systems, fishing tackle, tanks, silos, presses, drills, 
stamps, auto parts and garage equipment, railway equip- 
ment and a multitude of other things—from corsets to 
caskets. Hit hard in the earlier years of the depression, 
the city has made an exceptional recovery. Its industries 
are prosperous, and the employment index is far above 
pre-depression levels. Kalamazoo is likewise the site of 
three institutions of collegiate grade—one of them Mich- 
igan’s largest normal college—and of a large state hos- 
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pital. Incidentally, it has the peculiar distinction of 
having the only debt-free government of any city of 
considerable size in the country. In spite of some ob- 
vious similarities between the two communities, it would 
hardly do to recommend the York plan for immediate 
adoption in Kalamazoo. The latter’s problems require 
independent and careful study. 

Kalamazoo is typical of many other cities which have 
not yet felt the necessity of determining their relation 
to the defense program. War orders have been few and 
incidental to the ordinary flow of business. The city’s 
chief industries seem far removed from the orbit of de- 
fense activities. It is under no urgent pressure to seek 
industrial expansion or further employment for its 
people. 

Daily, however, it will become clearer that a primary 
defense order sets in motion ripples of buying which 
reach the farthest bounds of our industrial system. 
There is scarcely any form of productive activity which 
will not be affected by the defense program once that 
program is fully under way. Every community will 
have a part in it whether or no. The question will not be 
“shall it participate?” but “ow shall it participate?” 
Hence the immediate necessity in all communities for 
a check-up. 

The interest of banks in a check-up on defense re- 
sources in their communities has been brought directly 
to the front by the demands for information now being 
made on them by the Federal Reserve banks of the sev- 
eral districts. The questionnaires which the banks are 
asked to fill out for small businesses not now receiving 
invitations to bid on defense work are an integral part 
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of the plan of the National Defense Advisory Commis- 
sion to spread defense orders as widely as possible among 
the small businessmen of the country. A prompt re- 
sponse on the part of banks is a patriotic duty. But it 
may be much more than that. It may be made an op- 
portunity for the extension of the bank’s knowledge of 
its community and of service to its customers. 

The bank should be in a position to answer such ques- 
tions as these from customers: (1) “What can my plant 
do for defense?” (2) “‘How can I get a defense order?” 
(3) “How can I finance it if I get it?” On the first ques- 
tion, the bank can supply information concerning the 
types of commodities which the defense program calls 
for. Army Purchase Information Bulletin 1940 and Sell- 
ing to the Navy, obtainable free from the War Depart- 
ment and the Government Printing Office respectively, 
contain broad lists of the supplies needed by these serv- 
ices. Similar information can be found in National De- 
fense Procurement Planning, Purchasing and Contract- 
ing, published by the Bureau of Foreign and Domestic 
Commerce, together with a list of regional procurement 
offices. More detailed information can be had from 
National Defense Program Contracts and Expenditures 
published semi-monthly by the Office of Government 
Reports. 

Armed with such information and his knowledge of 
what bank customers are already doing in filling defense 
orders, an officer of the bank can sit down with the 
small manufacturer and go over with him the possibili- 
ties of adjusting his plant facilities and of cooperating 
with other plants. At the same time, the bank official 
may answer the second question by directing the busi- 
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nessman to the nearest regional offices of the procure- 
ment agencies of the Government with helpful hints as 
to procedure. This helps prevent the congestion of in- 
quiring manufacturers in Washington and saves the 
clients time and money. 

On the third question, the banker should be prepared 
specially to explain to the inquirer just how the assign- 
ment of claims under government contract can be used 
as security for bank loans, and, if it seems impossible for 
the local bank to handle the loan, to assist him in ob- 
taining help through the Federal Reserve or Federal 
lending agencies. An admirably clear exposition of the 
chief technicalities involved in answering this third 
question has been made available in Bulletin 82, De- 
cember 1940, of the Bank Management Commission of 
the A.B.A., entitled National Defense Loans. The possi- 
bilities of attracting new customers by such a service are 
worth a try. 

In making the most of defense program opportunities, 
it will not do, as we have already intimated, to forget 
the “morning after’ when the volume of defense orders 
has slackened. This will be a period when expanded 
plants must contract and swollen payrolls be deflated. 
It also will be a period in which the process of paying 
for defense will still go on. Taxes will remain high, and 
the sacrifices which every man and woman in America 
must make in their living standards to build armaments, 
concealed by the false prosperity created by defense or- 
ders, will be exacted in full and painful measure. For 
that day we have got to be prepared. The best defense 
against its evils will be a sound community economic 
life. This means not only liquidity in banks but in 
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every other line of activity. While the national govern- 
ment goes “all out” for defense, local government has 
got to restrain its spending tendencies, reduce its in- 
debtedness and lessen the pressure on the taxpayer. 
Commercial and industrial enterprise have to be guided 
in safe channels and extremes avoided. 

Such a program calls for leadership and knowledge. 
It would seem that bankers can make no better contri- 
bution to the perpetuation of democracy than to take 
the lead not only in assembling facts as to what the 
community has for the defense program, but in collect- 
ing and analyzing the additional information essential 
to a long time view of its development. We have already 
suggested in previous articles some of the consider- 
ations which should determine this long view. With this 
in mind, what the community does not have is as impor- 
tant as what it has. Its weaknesses and limitations, 
whether due to its location, its climate, its population, 
its previous industrial history, or other causes, must be 
faced as courageously as its best achievements. Its fu- 
ture course must be charted by the compass of sound 
economic principles. The owners of a defense industry 
may under present arrangements for amortization of 
their investment make in a few years a profit above all 
expense for both plant expansion and operation. They 
can then turn over the new works to a wrecking crew 
without regret. But the community, and that includes 
its banks, will be left with a gaping wound in its side. 
Only foresight and planning can find the means of ab- 
sorbing the shock when it comes. It is an absolute requi- 
site of such foresight to “Know Your Community” 
and keep up your acquaintance with it by resurveys. 
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Mr. Wricut, author of several widely known books on 
business and personal development, wrote the A.B.A.’s 
course in Building Business for Your Bank under the 
supervision of the Association’s Public Relations Coun- 
cil. This is the third of a series of articles on bank di- 
rectorship. 


ebacle of a few years ago had inactive boards of 

directors is no mere coincidence. You can almost 

measure the success of any bank by the interest which its 
board takes in it. 

You can measure it by another factor: the interest 
which the bank takes in the community. That is only 
another way of saying the same thing, however, for the 
directors who are interested actively in the bank invari- 
ably are interested deeply and intelligently in the wel- 
fare of the people about them. 

It is in making sure that the bank meets correctly and 
completely the community’s economic needs that the 
bank director finds his highest usefulness. To go through 
the routine of operating a bank without having any di- 
rectors at all is wholly possible. 

What, then, remains for the directors? An obvious 
answer would be that it is their function to see that the 
bank operates at a sufficient profit so that the stock- 
holders may receive dividends. It is a statement with 
which we cannot quarrel, but it needs amplification. 
The directors, let us say, must see to it that conditions 
are such that skillful and conservative management, 
operating efficiently, can show a profit. 

Then there are outside activities. Through their prom- 
inence and their activity in the community, the directors 
can build good will for the institution. In some cases they 
can bring in new accounts; often this means that the 
new account comes to their bank instead of going toa 
competitor. 


Tis half of the banks which failed in the general 
d 


Sucu benefits, however, desirable though they may 
be, often indicate nothing more than that the bank is 
getting a larger share than heretofore of such business 
as there is. The public may be no better off than if its 
recognized needs had been met in some other manner or 
some other place. 

The greatest benefit that the director can confer on his 
community and his bank is to bring about conditions which 
will enlarge the usefulness of his bank to the community— 
usefulness not only for today but for tomorrow. In such 
undertakings he has an opportunity and a capacity far 
beyond that of the professional bank executive. It has been 
well said that the success of a bank is determined by the 
civic responsibility of its directors. 

The wise director must be able to see beyond the 
profit in an immediate transaction, even beyond the 
potential profits in possible transactions in immediate 
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circumstances. Because circumstances are certain to 
change radically the necessity for envisaging the future 
is more pressing now than it has been for two decades. 

Fortunately, the director can foresee some of the 
changes with reasonable clarity. In the light of general 
defense preparations, certain trends seem fairly obvious. 
For example: 


More people will be employed. 

Higher wages will be paid. 

New factories will be erected and old ones will be 
expanded. 

Prices will go up. 

Profits, restricted by taxes, will not go up to the same 
extent as prices. 

Profits will be distributed more widely than heretofore. 


To interpret these trends in terms of their effect on its 
own community, is a present job for every board of 
bank directors. Beyond that, the board must see how 
it can mold and direct them in ways that will contribute 
to permanent stability. There must be no sudden col- 
lapse when the present fever of activity eases. 


Ons factor in insuring a safe course is to consider all 
circumstances when taking up any single problem. This 
can best be illustrated by a discussion held recently in 
a small bank in the Middlewest. 

“What are we going to do about all these deposits in 
our savings department?” asked one director. “On the 
one hand, it’s getting harder all the time to invest them 
profitably, and, on the other hand, we can’t very well 
go below the 1 per cent interest we’re paying to the 
depositors.” 

“We’re not advertising our savings department any 
more,” replied the president. “‘We’re not encouraging 
savings now.” 

“What about the thrift you used to preach?” asked 
another director. 

“Tt must have been good preaching, because people 
still are letting us keep their money for them, even at 
the present low interest rate.” 

“And what are you going to be doing about it three 
months from now when the new small arms factory 
starts up?” asked still another director. ‘“‘More people 
will be working in this town than ever before and wages 
will be higher. You can’t turn them away when they 
want to open savings accounts.” 

“There’s nothing to fear there,” laughed the first 
director. ““Remember how in the World War all the 
factory hands were buying $17 silk shirts? They’ll do it 
again, and all the merchants will be doing a thriving 
business.” 

“And what will happen when the defense emergency 
is over and production drops off?” asked the first 
director. 
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“There’ll be a period of readjustment, of course. 
Some people will find it pretty hard, but there doesn’t 
seem to be much we can do about it now.” 

“Yes, there is something we can do about it,” inter- 
posed a director who up to this time had not spoken. 
“Tt is related to encouraging thrift. What’s our first duty 
as bank directors at the present time?” 

“Help national defense,” replied two board members 
together. 

“Right. Who’s going to buy those small arms to be 
manufactured in that plant? The Government. And 
how’s the Government going to pay for them? It’s going 
to issue securities. And who’s going to buy those 
securities?” 

“This bank will buy some of them,” said the presi- 
dent. 

“Why won’t the workers in the factory buy them?” 

“Because they won’t have saved their money.” 

“And that will be our fault, if we have done nothing 
to encourage them to save. It will be a bad thing for this 
town if we have a large number of families with no funds 
to tide them over a period of readjustment. It would be a 
fine, healthy condition for them to have government 
securities they could use for any purpose that seemed 
necessary or desirable. After the World War there was 
many a home bought with Liberty Bonds.” 

“What are you driving at?” asked the president. 

“Thrift.” 

“But we already have more savings than we want.” 

“Savings and thrift are not necessarily the same thing. 
Hoarding isn’t saving. As I see it, it’s our job to encour- 
age workers to save for a purpose. For them to buy 
government securities would be a good purpose. So 


would it be to buy homes. In both they would be build- 
ing for themselves and the community. Let’s stimulate 

The result of that board meeting was that the bank 
was committed to an advertising program urging use of 
the bank as a place to accumulate funds for definite 
useful purposes, and, later on, urging that government 
securities be bought out of accumulated savings. 


Nearty all of any board’s thinking and planning today 
must be done in the light of the national defense pro- 
gram. This program will not be carried out in Washing- 
ton, because Washington doesn’t produce. The program 
is one of production, and production is done on farmsand 
fields, in mills and shops and factories. Nor will it be 
done in a few large industrial centers. The whole plan 
will benefit through decentralization. 

Cities, towns and villages throughout the country, 
from now on, will see new or expanded industries. Two 
main purposes will be achieved by this: first, important 
enterprises will be placed far from the seaboard, and, 
therefore, will be less subject to attack; and second, 
there will be an even distribution of production that will 
tend to maintain the whole country at the same level of 
healthy activity. 

This means more business for everybody, and the 
bank, without making any special effort, will get a share 
of it. In a certain city of 15,000 population, for example, 
the working population has increased 100 per cent in 
the last two months, and the plants are operating four 
shifts to maintain 24-hour uninterrupted production. 
Not a single vacant apartment or house is to be found in 

(CONTINUED ON PAGE 59) 


Members of BANKING’s staff, observing first hand the effects of the defense program in various communities, visited Kalamazoo. 
Here they are discussing the subject with members of the board of the American National Bank 
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The author, an Associate of the English Institute of 
Bankers, is on the inspecting staff of Lloyds Bank, travel- 
ing from branch to branch and reporting to head office in 
London. He writes and lectures on banking and economic 
subjects. 


all other considerations were eclipsed by fear of the 

devastation that might be wrought by widespread 
bombardment from the air. The Royal Air Force exer- 
cises in peacetime had convinced the experts that an 
attacking force held a great advantage, especially at 
night, over the defense. In the vastness of the sky and 
under cover of darkness it was inevitable that raiders 
would elude the defending patrols. Therefore the general 
apprehension was that London and the big provincial 
towns would be subjected to massed attacks, and whole- 
sale destruction of business premises was envisaged. 
Indeed, although the raids on London since the Battle 
of Britain began have been severe, they have as yet 
caused nothing like the havoc that was anticipated in 
business circles before the war began. 

Basing their calculations on these grim expectations, 
the banks, in common with government departments 
and a good many large commercial undertakings, devel- 
oped plans during 1938 and the earlier months of 1939 
to minimize the dislocation of business which might 
result from the destruction of records in air raids. In the 
case of government departments, insurance companies, 
the railways and many commercial companies the prob- 
lem could largely be solved by the evacuation of staff 
and records from London to the provinces. Country 
mansions and provincial hotels were acquired or options 
to purchase secured and arrangements were made to 
equip them as offices if war actually came. This course 
could only be adopted by the banks to a very limited 
extent, because the banks must provide their services 
where their customers are, and, although a large evacua- 
tion movement, both of firms and of private individuals, 
was expected, it was thought (quite rightly as subse- 
quent events have shown) that the majority of the 
London customers would remain in the Capital. It was 
possible, however, for the banks to evacuate those of 
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I the months immediately preceding the present war 


Ret Vietory! 
Think Victory! 
Speak Victory! 


otherwise 


DAMN WELL 
SHUT UP!! 


BY J. RICKEY & SONS. PINE & Co, Printers 


BRITISH COMBINE 


This rather pointed suggestion is a current British war poster, 
which harmonizes with the facts described by Mr. Bedford. 
Additional pictures will be found on page 33 


their head office departments which did not deal directly 
with the affairs of customers. Some of the banks in ar- 
ranging this decided also to decentralize their adminis- 
tration. They grouped their branches into geographical 
districts and in the event of war a local head office was to 
be set up to control each district. This system would be 
particularly advantageous if breakdowns or delays in 
communications occurred through damage to railways, 
trunk roads or telephones. 

The 11 clearing banks also decided to move the clear- 
inghouse out of London. A large building in a safe area 
in the Midlands was prepared for the purpose and the 
necessary modifications in the existing clearing pro- 
cedure were worked out in readiness. The arrangements 
were kept secret because the banks wished to avoid 
spreading unnecessary alarm among the public. 

It was obvious that these evacuation measures would 
do little to solve the problem of preserving bank records. 
The essential books—the account ledgers—could not be 
removed to the country; they had to be available in the 
town where the customers banked. The only  ractical 
solution was to establish duplicate sets of books which 
could be kept in “‘safe” areas. Events have proved that 
there are no such things as perfectly safe areas—bombs 
have so often been dropped far from any military or 
industrial targets—but this fact has not caused the banks 
to change the scheme or shaken in any way their confi- 
dence in it. They feel that the risk that both the original 
office and the one containing the duplicate records will be 
simultaneously destroyed is so slight that it can be 
disregarded. 

The chief objection to the duplicate-record system 
was the amount of labor which would be required to 
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keep the extra sets of books. During the last war the 
English banks had found themselves in very serious 
difficulties through shortage of staff and it was only 
reasonable to suppose that the calling up of men to the 
armed forces would again deplete their numbers. These 
circumstances made it impossible for the duplicates to 
be complete copies of the originals. The difficulty was to 
evolve a system, 


(a) which demanded the minimum of extra work, 

(b) by which the duplicates would be kept up to date 
daily, 

(c) by which the balances of customers’ accounts at 
any time could quickly be reconstructed and 

(d) which would enable a detailed copy of a cus- 
tomer’s account over a period to be reconstructed if 
required. 


Each of the banks had to find a system which would 
fulfil all these conditions and which would fit easily into 
its own existing bookkeeping scheme. That they suc- 
ceeded has been proved during the last few weeks when 
the duplicate-record system has been well tested. In 
every case where the original ledgers were destroyed, 
damaged or were temporarily not available, all cus- 
tomers’ balances were reconstructed in less than 48 
hours. 


So much for the precautions undertaken before or at 
the beginning of the war. Now let us turn to experiences 
since. It was supposed before the war began that the 
attacks on London would be made by several hundred 
aircraft at a time, that they would swoop down in mass 
formation upon the city, unload their deadly cargoes and 
then fly back to their bases. It was accordingly arranged 
that on the sounding of an air raid warning the banks 
would instantly close their doors and that the staffs 
should hurry to the shelters. If the “raiders passed”? (or, 
as it is more often called, “all clear’) signal was not 
sounded until near the time for closing there would usu- 
ally be an extension of bank hours. When the blitzkrieg 
started, however, the raids were not such short, sharp 
affairs as had been anticipated. Often there were several 
warnings in a day and sometimes they lasted for two, 
three or even four hours. Business was constantly inter- 
rupted and frequently the staff were spending a great 
proportion of the working day in the shelters. The inter- 
ference with business became serious and, yet, during 
daylight it was seldom that there was any actual danger 
overhead and when it did occur it was not usually of 
long duration. The staffs chafed at the delays and en- 
forced inactivity and pressed to be allowed to carry on 
work during warnings. This was agreed to and “‘spot- 
ters” were stationed on the rooftops to give notice of 
imminent danger. 

Although many bank premises have been damaged, 
nearly always in night raids, it is surprising how few 
records and documents of value have been destroyed. 


The introduction of mechanized bookkeeping some 
years ago brought a fresh stream of women labor into 
the banks and, as the mechanization and adoption of 
other modern methods was gradually extended through 
the branch offices, the number of women employees 
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steadily increased. During this period the male staff was 
reduced as men retiring or resigning from the banks were 
not replaced by new entrants. In peacetime the English 
banks do not employ married women, but since the war 
began many of those who were on the staff before they 
married and whose husbands are now in the fighting 
forces have returned. They may be required to do differ- 
ent jobs from those of their maiden days but at least 
they have a background of bank training. They have 
formed a small, useful reserve of semi-skilled labor. 


Te second reason why the staffing difficulty has not 
been and should not be so acute in this war is the method 
of regulated enlistment for the forces which the govern- 
ment has adopted. When the Four Years’ War started in 
1914 hundreds of young bank clerks rushed into the 
queues outside the recruiting offices, and as the months 
passed many of their colleagues began to feel ashamed 
of their civilian clothes and they too volunteered. Con- 
scription took still more and, although the banks were 
allowed to retain certain essential men, little more than 
a skeleton was eventually left. In the present war it has 
been very different. In 1939 the number of bank em- 
ployees who were Territorials (corresponding to mem- 
bers of the National Guard in the United States) or 
Navy or Air Force Reservists was substantially greater 
than in 1914. These men, of course, were mobilized just 
before or immediately on the outbreak of war but further 
enlistment was regulated. A schedule of reserved occu- 
pations had been prepared and was straightway put 
into force. Bank clerks were reserved at 25 years of age, 
which meant that those of 25 and over had to continue 
their occupation and were not free to volunteer for the 
services. The age limit has since been raised to 30 years, 
but those who are liable for service have been called up 
in age groups at more or less regular intervals. : 

While in this war the bank staffs have not as yet had 
to suffer prolonged periods of overwork, those of them 
in London and in certain provincial towns have had to 
endure, in common with other civilians, a good deal of 
nervous strain. 


Tae bombing of London seems to have had a twofold 
purpose—to weaken the morale of the civilian popula- 
tion and, by striking at communications, thoroughfares, 
transport and supplies, to paralyze the ordinary life of 
the people. So far the Nazis have failed to achieve 
either objective. They have certainly done extensive 
damage, and at times the business community has been 
hindered in its comings and goings, but not sufficiently 
to cause serious disorganization. A typical illustration 
of this may be seen in some of the London streets where 
practically all the glass has been blown out of the shop 
windows. The apertures have been boarded up but on 
most of them appears the notice “Business as Usual’”’. 
As Sir Arthur Salter wrote in 1939: 


“The actual fighting forces will be no more than the spearhead 
of the weapon, and the shaft will be immensely longer than 
the head.” 


The shaft of the weapon, the civilian population, is 
striving to fulfil its réle in the war, which is, in spite of 
difficulties, to carry on business “as usual”. 
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The Cost of Borrowing Money 


J. K. LASSER, C.P.A. 


The author is a well known tax consultant and head of 
the firm of J. K. Lasser & Co., accountants and auditors. 
The material in this article is adapted from Mr. Lasser’s 
book, Your Corporation Tax, published last month by 
Simon & Schuster. The same publisher also brought out 
in December Mr. LASSER’S annual edition of Your In- 
come Tax. 


new Excess Profits Tax Law on corporations is 
so designed that a tax is levied upon the profits in 


excess of specific credits allowed by the law. 
Broadly, there are two types of credits. A corporation 
may elect to have its excess profits tax based upon an 
“income credit”’, or upon an “invested capital credit”’. 
In general, the income credit is intended to allow a 
corporation to earn the average of its profits from 1936 
through 1939 before it gets into the excess profits tax 
class. In the other credit, the law allows a corporation 
to earn 8 per cent of its invested capital before it holds 
the corporation is subject to the excess profits tax. The 
invested capital is calculated by adding to the com- 
pany’s equity capital one-half of its borrowed capital. 
Thereafter, certain technical deductions and adjust- 
ments described in the law are made. Whether a com- 
pany will use the income or the invested capital credit 
depends entirely on itself. We can be safe in assuming 
that it will elect the credit which will produce the lower 
tax. 

There has been some suggestion that the grant to 
corporations to use borrowed capital will afford occa- 
sional opportunities for tax savings regardless of which 
credit is used. This article inquires into the conditions 
which may exist in the two types of companies—those 
which calculate their excess profits tax under the income 
method and those which use the invested capital 
method. 


Companies Using Invested Capital Credit 


Under the excess profits tax law a corporation is re- 
quired to make two adjustments if it is calculating its 
excess profits tax under the invested capital method: 


1. It includes one-half of its borrowed capital in invested 
capital; 

2. It must increase its income subject to the excess profits 
tax by reducing by 50 per cent the deduction for interest 
paid on borrowed capital. 


Congress intended these adjustments as recognition of 
the use of borrowed capital as invested capital. Thus it 
permits corporations calculating their credit upon the 
basis of 8 per cent of invested capital to include half of 
their borrowed capital in computing the credit. Simul- 
taneously, it denies the deduction of half of the interest 
charges if borrowed capital is present. Neither the addi- 
tion of half the borrowed capital nor the elimination of half 


the interest is optional. Both adjustments must be made 
if a company is computing its tax under the invested 
capital method. 

Of course, any interest paid on borrowed capital re- 
mains a proper deduction from income in computing the 
normal tax. 


WHAT IS BORROWED CAPITAL? 


ConcrEss allowed borrowed capital to be included in 
invested capital because many corporations which use 
bank or other credits extensively argued that they would 
be placed in a position of disadvantage compared to 
those which finance themselves by issuing stock. 

Borrowed capital is not all of the obligations of a 
company. The statute limits it to specific kinds of in- 
debtedness, viz., those evidenced by: notes, bonds, 
debentures, bills of exchange, certificates of indebted- 
ness, mortgages, deeds of trust and certain advances 
received upon war contracts made by American manu- 
facturers with foreign countries. 

It is likely that borrowed capital also includes other 
obligations. For instance, some argue that it includes: 
purchase money obligations due on contracts; trade 
acceptances and letters of credit; post-dated checks; 
obligations under contracts of guaranty or similar obli- 
gations under orders, or comparable agreements on com- 
pleted contracts; balances due banks as a result of 
withdrawals in excess of the deposits under written 
agreement with the banks. 

Because of some ambiguity in the wording of the law, 
it has been suggested that Treasury interpretation or 
litigation will be required to determine whether it also 
includes: secondary obligations which will be payable on 
default of the primary obligor (for instance, notes re- 
ceivable discounted); debts attached to property, such 
as mortgages which are not against the general credit 
of a company, and life insurance loans from insurance 
companies which are said to be merely liens against the 
cash surrender value of the policies rather than corporate 
debts. 

Accrued interest on obligations is not borrowed capi- 
tal, although there is some indication that if the interest 
is included in the obligation and a new principal sum 
thereby created, it may be admissible. 

Borrowed capital created as a result of certain tax-free 
reorganizations must be reduced by obligations issued 
by an acquiring company in the exchange if the securi- 
ties (say, bonds) were permitted to be received by the 
persons to whom they were issued without recognition 
of taxable gain. However, if securities are issued in tax- 
free reorganizations for debts already existing on the 
books of the transferring company, then the borrowed 
capital apparently is admissible. In addition, there is a 
limitation upon debts resulting from tax-free reorgan- 
izations in 1940 (or in the year in which a company first 
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Net Cost of Borrowing Money if a Corporation is Subject 
to Excess Profits Taxes * 


IF A COMPANY USES THE “INVESTED CAPITAL CREDIT” 

If rates of 
interest paid 
on borrowed 
capital are 


Actual rate of interest ** in the following 
excess profits tax brackets 


30% 


25% 


1% .305% .518% 
1% 
2 


2% 
3 


1.157% 
.616 8355 
288 514 
.040 
368 
.696 4505 
1.024 772 
1.352 1.0935 
1.68 1.415 
2.008 1.7365 
2.336 2.058 


.0425 

.390 

. 7375 
1.085 
1.4325 
1.78 
2.1275 
2.475 
2.8225 
3.17 


2.2795 
2.614 


IF A COMPANY USES THE “INCOME CREDIT” 


532 494 456 
855 .798 741 684 .627 

1.14 1.064 -988 

1.425 1.33 1.235 14 

1.71 1.596 1.482 . 368 

1.995 1.862 1.729 .596 

2.28 2.128 1.976 

2.565 2.3994 2.223 2.052 

2.85 2.66 2.47 2.28 

3.135 2.926 2.717 2.508 

3.42 3.192 2.964 2.736 


* All of these examples assume that a company is also subject to 
the 24 per cent normal tax. 
** Giving full effect to savings in tax secured by the borrowed 
capital and the allowable deduction for interest. 
ITALICS DENOTE NET TAX SAVED IS IN EXCESS 
OF THE INTEREST COST IN CERTAIN BRACKETS 


S 


x 


AN 


becomes liable to the excess profits tax). They are some- 
times excluded, since the tax of reorganized companies 
must be computed under the special provisions of the 
new law which seek to prevent corporations from secur- 
ing tax advantages by dividing into smaller groups. 

Some types of so-called preferred or guaranteed stock 
are probably borrowed capital, particularly if they have 
the characteristics of debentures or bonds. We have 
problems with stocks where the principle involved is 
repayable at a definite day in the future (without any 
reference to the ability of the corporation to pay) and 
interest is payable in any event, or where the holder of 
the stock may sue if principal and interest are not paid 
on a definite date. 


EFFECTIVE RATE OF INTEREST 


THE most common forms of borrowed capital are the 
notes or other paper issued by a company for bank loans. 
Peculiarly, the loan is borrowed capital even if it carries 
no interest. Obviously, it will still be borrowed capital 
notwithstanding the actual effect of the loan is to re- 
duce taxes in an amount greater than the interest pay- 
ments. That will occur in certain cases. 

How can we calculate the effect of interest payments 
and loans upon the new tax? We start with this formula: 


1. A company gets a full credit against income for 8 per cent 
of its invested capital. 

2. Half of any borrowed capital is invested capital. Only 
half of the interest is allowed as a deduction in computing 
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the profits tax; all of the interest ts deductible in comput- 
ing the normal tax. 


Obviously a $10,000 loan at 1 per cent will secure a 
credit reducing income by $400 ($5,000 x 8 per cent), 
and only $50 interest will be deductible in computing its 
profits tax. 

If a company is subject to a 25 per cent excess profits 
and a 24 per cent normal tax, it is true that its total tax 
will be 43 per cent of each dollar of income—but that 
will not indicate the effect of its borrowings. It must be 
calculated by recognizing that the interest will reduce 


1. Normal taxes by the tax on at least 24 per cent of the 
interest, 
2. Profits taxes by the tax on one-half of the interest. 


Further, loans will also cut profits taxes by increasing 
the excess profits tax credit by 4 per cent of the borrowed 
capital. 

The full effect of these upon total taxes means that 
we must move into algebraic processes. We have had to 
do just that for a number of clients and present the 
results of our calculations in the table at the left. 

The excess profits tax is a graduated assessment. It is 
set up in the following brackets: 


If income in excess of the Excess Then the tax is 


Profits Tax credit is at the rate of 
Up to $20,000 25% 
From $ 20,000 to $ 50,000 30 
From $ 50,000 to $100,000 35 
From $100,000 to $250,000 40 
From $250,000 to $500,000 45 
50 


Naturally, calculation of the effective rate of interest 
on borrowed capital first requires ascertainment of the 
brackets applicable in each case. Knowing that, the 
table above will indicate the amount of interest actually 
payable. 

For instance, it is obvious that a corporation borrow- 
ing at 3 per cent and paying interest which reduces in- 
come in a 50 per cent tax bracket is actually paying no 
interest at all. The effect of using the borrowed capital 
so increases the invested capital credit that even the 
deduction of only half the interest is offset in that in- 
stance. The tax saved is slightly greater than the interest 
paid. 

Even a loan bearing 6 per cent interest costs only 1.78 
per cent if a company is in the 50 per cent bracket. 


Companies Using the Income Credit 


If a company is computing its tax under the income 
credit (the credit based upon 95 per cent of its average 
earnings from 1936 through 1939), the effect of borrow- 
ing is merely that the full interest is deductible in com- 
puting both the normal and excess profits taxes. The 
tax rates are the same as in the case of those companies 
using the invested capital credit. Total taxes in such 
cases will range from a low of 24 per cent (in the case of a 
company not paying a profits tax) to a high of 62 per 
cent (where the 50 per cent excess profits bracket is 
applicable). Obviously, interest of 6 per cent really 
costs only 38 per cent of 6 per cent or 2.28 per cent, when 
it reduces income in the highest bracket. 

The full effect of interest paid in all brackets is given 
in the table above. 
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1.370% 
1.055 
.062 .740 
.505 .2725 
.846 .607 
3% 1.187 .9415 205 
4 1.528 1.276 
44% 1.869 1.6105 .835 
5 1.945 1.35 
5% 2.551 | 1.465 
6 2.892 1.78 
.38 
.570 
.76 
.95 
1.14 
1.33 
1.52 
1.71 
1.90 
2.09 
2.28 


Mr. Adams, an eastern banker, frequently contributes 
articles on bank investment problems. His last, “Invest- 
ment Plans for 1941”, appeared in December. 


battle lines are drawn. Certain bankers and 
Federal officials are urging that money rates should 
be raised to help prevent the uncontrolled price 
inflation which they fear the defense program may 
generate. Others are strongly opposed. Easy money is 
likely to be one of the live issues in the next Congress. 
The controversy is obviously a matter of immediate 
concern to bankers and may affect vitally our whole 
economy. As a leader of financial opinion, every banker 
should analyze the problem carefully to decide what 
course of action he should advocate. Moreover, from a 
practical angle, it may be essential for him to consider 
how his bank’s investment policies should be modified 
in view of possible developments. 
Let us listen for a moment to a discussion which pre- 
sents some of the significant differences of viewpoint: 


Mg. Pro: “I favor granting the Federal Reserve au- 
thorities additional power over reserve requirements. 
With excess reserves at present levels, the monetary 
situation in this country is utterly out of hand and 
highly dangerous. On the basis of existing reserves, loans 
and investments of member banks could expand to as- 
tronomical totals. This means that there is grave danger 
of a defense-boom inflation. 


Mr. Con: “On the contrary, there is no real danger 
of a run-away inflation. To be sure, there are certain 
factors in connection with industry, labor, commodities 
and defense expenditures which may result in moder- 
ately higher prices for many products. But our supplies 
of basic commodities, our productive capacity and our 
unemployment are so great that inflation is entirely out 
of the picture. In addition, heavy taxation will counter- 
act any inflationary tendencies. However, even if we 
were to assume some chance of inflation simply for the 
sake of argument, I fail to see how the monetary action 
you suggest would have any effect whatever upon the 
factors which are making for higher prices. Other means 
would have to be employed, such as priorities of orders, 
control of wage rates, and so forth.” 


Mr. Pro: “But the devices you propose are of to- 
talitarian origin. They lead toward complete regimenta- 
tion by the central government. Monetary management 
is the democratic way. I concede that monetary meas- 
ures alone may not prove to be sufficient, but to the 
extent that it does prove effective, other more arbitrary 
methods need not be employed.” 
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Kasy Money on Trial 


The Issue and Its Practical Implications 


E. SHERMAN ADAMS 


Mr. Con: “But high money rates will have no effect 
whatever upon wage rates, upon competitive bidding for 
goods and commodities, or upon speculative buying. As 
far as the latter is concerned, the Reserve Board and 
the SEC already have almost unlimited powers to re- 
strict loans for speculative purposes. If we should give 
the Board additional authority over reserve require- 
ments, therefore, we would be taking a step which 
would be futile and which would in all probability lead 
toward complete regimentation of banking—totalitarian 
control, if you please.” 


Me. ComPROMISE: “It seems to me that both of you 
gentlemen are taking rather extreme views. I would 
favor preventing a further decline in money rates and 
possibly even achieving a moderate firming of rates. 
But that does not imply that reserve requirements 
should be substantially raised. This action might be 
nullified within a comparatively short time by addi- 
tional gold imports. That is exactly what has happened 
since reserve requirements were raised in 1936 and 
1937. Gold imports since that time have boosted excess 
reserves to new record levels. Why not learn from this 
experience? The very first move should be to prevent 
gold imports from creating additional reserves.” 


Mr. Pro: “ But the most urgent problem right now is 
to raise reserve requirements to a point where excess 
reserves can be controlled effectively by open-market 
operations.” 


Mr. Compromise: “It would be desirable from vari- 
ous points of view to reduce excess reserves rather ap- 
preciably but there is no necessity whatever for addi- 
tional authority over reserve requirements in order to 
accomplish this. Other and much better means are at 
hand. Existing powers should be used before new powers 
are granted. 

“For example, a substantial amount of excess re- 
serves would be eliminated if requirements were to be 
raised to the maximum limitations already authorized 
by law. Also, there has long been a need for a reclassifi- 
cation of Reserve cities, and the Federal Reserve Board 
has been specifically authorized to make such a reclassi- 
fication. A further reduction in excess reserves can be 
effected by transferring Treasury balances from com- 
mercial banks to Federal Reserve banks. Open market 
operations by Federal Reserve banks can also be uti- 
lized. Insured non-member banks should be required 
to keep with Federal Reserve banks reserves equal to 
those required for members. Finally, the so-called in- 
flation legislation should be repealed. This includes the 
silver purchase program, authorization to issue green- 
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backs, and to devalue further the price of the dollar. 
Until these steps have been taken and until provision 
has been made for sterilizing gold imports, I see no justi- 
fication for granting additional power over reserve re- 
quirements.” 


Mr. Con: “I cannot see the wisdom of raising interest 
rates at the present time, particularly in view of the stu- 
pendous problem of financing that confronts the Treas- 
ury during the next several years.” 


Mr. Pro: “But if interest rates continue to decline, 
the Treasury will be unable to sell defense obligations 
to savers. If bonds are sold only to banks, the already 
swollen volume of bank deposits will be further inflated. 
A long-continued policy of easy money has many serious 
consequences, social as well as economic. Easy money 
has discouraged thrift. It has injured institutions and 
individuals who are dependent upon income from sav- 
ings accounts, bonds and the like.” 


Mr. Con: “To the same extent that the income of 
these groups has declined, borrowers have benefited and 
it is the borrowers who take risks and create jobs. Be- 
sides, the points you mention have nothing whatever 
to do with the prevention of inflation. You may recall 
that rates for call money were raised to well over 10 per 
cent back in 1929 before stock prices declined. And the 
market was ready to collapse of its own weight anyhow. 
If an inflationary psychology should exist, borrowing 
could not be curbed by interest rates unless raised to per- 
fectly fantastic levels—levels which would completely 
disrupt the flow of credit to legitimate business enter- 
prise.” 


Mr. Pro: “ At some future date we may be confronted 
with a necessity of applying greater restraint upon 
credit conditions. The higher bond prices are at that 
time, the further they will decline and the greater the 
resulting disruption. To avoid this, we should give Fed- 
eral Reserve authorities full power to keep the mone- 
tary situation in hand at all times.” 


Mr. Con: “But even if the Board should completely 
eliminate excess reserves, effective control even over 
the monetary situation as such would still be lacking. I 
have in mind the tremendous volume of bank deposits 
that we now have in this country. No change in reserve 
requirements would prevent individuals or business con- 
cerns from speculating with their own money.” 


Axp so the battle rages. At the root of the argument are 
the two fundamental questions as to whether a real 
danger of inflation exists and whether a reduction in 
reserves would be an effective brake upon prices for 
goods and commodities. The merits of “quantitative 
control” of credit have been debated by bankers and 
economists for many years. The arena will now be the 
floor of Congress. 

What are the practical implications of this contro- 
versy in terms of bank investment policy? It is impos- 
sible, of course, to say just what will happen. Looking 
at the situation realistically, however, one very signifi- 
cant point is that the Treasury will presumably oppose 
any move that would substantially increase the rates 
at which it must borrow vast sums of money during 
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coming years. But no one knows. Let us examine the 
possibilities. 

In the first place, it should be recognized that the ap- 
plication of monetary controls may prevent interest 
rates from going lower, may cause unexpected flurries in 
the bond market, may conceivably even cause prices 
to decline sharply. Under these circumstances, the 
chances are that a banker who tries to guess market 
swings may show very unsatisfactory results. The av- 
erage banker will do well if he follows a policy of invest- 
ing to hold to maturity in order to meet his income re- 
quirements. He may decide to set definite limits on the 
size of his commitments in intermediate and long term 
maturities, based upon safety and liquidity considera- 
tions. 

If a banker has a large War Loan account which has 
been dormant for many years, he may wish to set aside 
an equal amount of cash and secondary reserves against 
the possibility that it may be withdrawn. 

If his institution is one of the nearly 8,000 insured 
non-member banks, he should bear in mind that he may 
possibly be required to maintain reserves with Federal 
Reserve banks. 

If his is a member bank located in a good-sized city 
which is not now classified as a Reserve city, he should 
consider how his position would be affected if this classi- 
fication were to be changed. 

If he has a substantial volume of time deposits, it may 
be worth remembering that there is some advocacy of 
higher reserves for these balances on the ground that the 
present requirement is too low in comparison with the 
reserves required for demand deposits. 


lr has also been suggested by some that if excess re- 
serves are to be reduced, requirements for all member 
banks, regardless of location, should be made uniform, or 
at least that the existing 13—-10-7 ratio should be modi- 
fied. 

Any compromise along these lines at the present time 
would be likely to result in higher requirements for 
country banks. In view of the present distribution of 
excess reserves, this would be less likely to cause a 
serious disturbance in the bond market than a blanket 
increase in requirements based upon existing ratios * 
which might cause liquidation of securities by larger 
banks. From the standpoint of the country banker, how- 
ever, such a move would have important implications 
with respect to his liquidity position. 

The total volume of bank deposits will probably con- 
tinue to rise because of additional gold imports, bank 
lending and the sale of new Treasury securities to banks. 
Nevertheless, certain institutions whose deposits have 
been increasing during recent years may experi- 
ence a reversal of this trend if depositors withdraw 
funds to buy defense obligations. In view of this possi- 
bility and the uncertain outlook for bond prices, it is 
more important than ever that a banker should care- 
fully analyze the individual investment requirements of 
his institution from the standpoint of the safety of the 
bank, its earnings position and possible demands for 
funds. Only in this way can he be reasonably assured of 
satisfactory results during coming years. 
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Consumer Credit Growth 


WILLIAM TRUFANT FOSTER 


Since 1920 the author has been director of the Pollak 
Foundation for Economic Research. His writings cover a 
wide field, including education and public speaking, but he 
has written chiefly on economic subjects. 


London, told one of his funniest stories. Nobody 
laughed. 

“Ah, well,” he said, “‘no doubt you will laugh at that 
at your mext annual dinner.” 

“You are mistaken,” replied the chairman. “We 
laughed at that joke at our /as¢t annual dinner.” 

I found myself in a similar position at the second an- 
nual meeting of the Bankers’ Association for Consumer 
Credit, at which—perhaps through some mistake or 
other—I had been invited to speak. For me, at least, the 
mistake was timely: it prompted me to look into the cur- 
rent, rapid expansion of personal loans by commercial 
banks. 

After such study as time permitted, largely from 
printed sources, I reached various conclusions, including 
these: commercial banks can profit by their personal loan 
departments if they study the business; stop being 
ashamed of it; realize that it is highly specialized; ex- 
pand only after acquiring the necessary experience, 
organization and facilities; cut rates, if at all, only after 
determining the total costs on a sound accounting basis; 
learn to respect public opinion; avoid over-lending and 
renewals which keep the borrower in debt too long for 
his own good; and exact no exorbitant collection fees, 
or fees for delinquency, or hidden charges of any kind. 

After voicing some such views at the second annual 
convention of the association, I learned that Kenneth 
R. Cravens had expressed similar views, more effec- 
tively and with the authority of successful experience, 
at the first annual convention. Unless the banks meet 
these conditions, Mr. Cravens had added, they will lose 
their opportunities in this field through adverse public 
opinion, regulatory legislation, competition and self- 
destruction. 

The wisdom of all this became clearer to me re- 
cently when I visited banks in all sections of the country. 

This study in the books and in the banks has shown 
me—what readers of BANKING knew long ago — that 
commercial banks have a distinctive part of the con- 
sumer market. They will continue to thrive by meeting 
new demands to a larger extent than by taking custom- 
ers away from other agencies. Indeed, all the other 
cash-lending agencies, except pawnbrokers, also have 
increased their loan balances during recent years. The 
fact that commercial banks have a consumer clientele 
all their own is evident from the size of their loans, 
from the distribution of their borrowers among voca- 
tions and among income classes, from the kind of secur- 
ity which they require, from other factors in the costs 
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and the risks of doing their part of the business, and 
from the comparatively low rates which, in consequence, 
the banks are able to offer. Apparently, they will con- 
tinue to leave a majority of borrowers of small sums to 
other agencies. 

The recent rate of growth of consumer debts, however, 
cannot long continue without leading to widespread 
consumer bankruptcies. In the four years, 1933-37, 
debts of consumers increased from about $4,800 millions 
to about $8,300 millions, a gain of about 73 per cent; and 
the end is not yet in sight. Certainly measures should be 
taken to reduce the number of loans and the number of 
time-sales which do not benefit the debtors. 

What should be done about it? That is a question 
which commercial banks can hardly ignore, because 
directly and indirectly they are largely responsible for 
the mounting millions of debts; although as an offset, 
these banks have reduced the debt burdens of many 
consumers by substituting low-priced loans for high- 
priced loans. Nothing could be gained by putting any of 
the legal lending agencies out of business. 


Some of the present bank business has been developed 
by excursions into unprofitable fields. It appears that 
the volume of loans of $150 or less is growing, in spite 
of the fact that commercial banks, as a whole, appear 
to be losing money on such small loans. In the past, 
many credit unions also strayed into unfavorable fields. 
The movement is now profiting by that experience. 

Some of the licensed personal finance companies also 
seek to extend their operations unwisely. They want the 
laws so amended that they can make loans of any size. 
Experience, however, does not commend that plan. 
In any event, the only reason these companies are al- 
lowed to charge comparatively high rates is to enable 
them to take over the business of illegal lenders, and 
this business is confined largely to very small loans. 
Licensed personal finance companies, therefore, operat- 
ing under laws which were drafted by social workers for 
the express purpose of aiding the poor, have definite 
obligations. They will do well to remain in the field 
in which they have had long experience, and to make 
even more of the very small loans than they are now 
making, in order still further to hamper the business 
of bootleg lenders. 

The confusion caused by setting up sales booths in 
other people’s front yards seems worst among instal- 
ment sellers. To the ordinary consumer, business seems 
badly messed up when an automobile dealer insists that 
he cannot make money by selling cars, and therefore 
must make money on financing, and when a financing 
company insists that it cannot make money on financ- 
ing, and therefore must make money on insurance. 


Next month Dr. Foster will discuss the subject of rates. 
BANKING 
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Banks, Blitz and Bombs 


HE pictures on this and the following page help to illus- 

trate the situation described by Mr. Bedford on page 26 
of this issue. He writes from London: “ Even where the build- 
ings [banks] sustain direct hits, most often it is found that 
falling masonry, fire and the gallons of water poured in by 
the fire-fighters have all failed to penetrate the strong rooms. 
Several times it has been necessary to resort to the duplicate 
records because of the interval that must elapse before the 
debris could be cleared away and the contents of the strong 
rooms extricated, but in many of these instances the records 
have eventually been recovered in good condition. 

“For weeks bank employees have heard Nazi aircraft 
most of the night over their suburban homes, some have had 
their houses damaged or completely destroyed, some have 
travelled into their work in trains which the Germans have 
tried to bomb and machine-gun. In spite of these ordeals 
there has been little outward evidence of nervous strain, 
even among the young girls. One may come into business 
late one morning and explain that her home was reduced toa 
ruin the previous night; she has perhaps escaped with minor 
cuts and bruises although she may have lost most of her 
clothes and personal belongings. Nevertheless she may 
recollect with a smile some incident in the disaster that will 
amuse her friends. After a day or two’s leave she is back in 
her accustomed place at the office.” 


Left, renters of safe deposit boxes removing valuables intact 
from the bombed premises. Below, a scene in central London the 
morning after a night raid. A Lloyds branch is on the corner 


PHOTOS FROM BRITISH COMBINE 
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Above, a street in Coventry after an intense Nazi air raid. Below, Londoners 
entering an air raid shelter (“for 69 persons”) in a Midland Bank building 
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LTHOUGH the Totalitarian Twins 
A are busy enough on their own 
frontiers, one would say, these 
versatile boys find time to sow a 
“new order”’’ seed or two, in their 
own way, on this side of the Atlantic. 
Short-wave broadcasts are one of 
their chief media. 

At Princeton University the Prince- 
ton Listening Center samples and 
analyzes these broadcasts. Financial 
backing for its studies comes from 
the Rockefeller Foundation. The 
Center is the source of the pictures on 
this and the next page. 

As far as the Latin American 
broadcasts are concerned, one of their 
chief purposes is to promote eco- 
nomic ‘collaboration’ between the 
Axis and South America. 

While broadcasts to this country 
are largely intended to keep us out 
of the war and lessen our aid to 
Britain, they frequently betray an 
effort to lull our fears of totalitarian 
penetration in our hemisphere mar- 
kets. More recently, according to 
reports in the press, certain Axis offi- 
cials are also discussing the future of 
South American trade in a more 
threatening vein, as far as the United 
States is concerned. 


At the left is a recording device used 
for the more important broadcasts. Be- 
low is the powerful “Imperial Radio 
Station” near Rome. 


EUROPEAN 
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Right, a chart showing 
recent trends in German 
broadcasts, as noted at 
the Listening Center. The 
chart shows, for example, 
during the period from 
September 28 through Oc- 
tober 31, an average occur- 
rence per day of anti-Amer- 
ican passages amounting to 
1.92; anti-British passages, 
0.64 per day. Apparently 
Hitler had frowned in our 
direction 
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Progress in Uniform Banking Laws 


N OST of the 43 state legislatures scheduled to meet dur- 
M ing 1941 will be urged by various state bankers asso- 
ciations to consider and enact one or more of the 36 meas- 
ures for the protection of banks and their customers which 
are recommended for adoption by the American Bankers 
\ssociation Committee on State Legislation, of which 
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States With Law in TEN. 
4 or Modified Form 


No Statute 


Above— 

Bank Co.iection Cope establishes rules 
governing bank collections and payments, 
irrespective of state lines, which gives the 
sanction of law to modern customs and prac- 
tices of banks and obviates the necessity for 
the printing of special agreements on deposit 
slips, pass books and other literature for 

banks’ protection 


Right— 

PAYMENT OF ForGED or Ratsep CHeck ACT 
sets a limit of time after which a bank will 
not be liable to a depositor because of the 
payment of money on a forged or raised 
check issued in the name of the depositor 


No Statute 


No Statute 
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Carl K. Withers, president of the Lincoln National Bank of 
Newark, New Jersey, is chairman. 

Maps shown on this and the page following indicate the 
states having adopted six of the important uniform banking 
laws recommended by the A.B.A. 

A perfect score in the passage of all of the approved 

measures is the ultimate goal of Mr. 
Withers’ committee. If all state legislatures 
were to enact the recommended statutes, 
1,715 legislative acts would be necessary. 
Up to September 1940 the measures 
adopted numbered 659, leaving 1,056 yet to 
be passed. 

The effective work of the A.B.A. Com- 
mittee on State Legislation is carried for- 
ward with the cooperation of the committees 
on legislation of the state associations. 

Last year Mr. Withers’ group concen- 
trated its energies on a program involving 
the complete revision, codification, and 
consolidation of the entire legislative set- 
up. In addition to determining the extent 
and in what form its program had pro- 
gressed, a careful study was made of the 

(CONTINUED ON PAGE 38) 
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States With Laws Based in Varying 
Degrees on Recommended Measure 


Left— 

Fictitious Payee Act enlarges the defini- 
tion of bearer paper by including instru- 
ments payable to fictitious persons, where an 
employee or other agent has knowledge of 
the fiction. The intent is to place the re- 
sponsibility upon the drawer of an instru- 
ment for the acts of his agent, who names a 
fictitious payee without the drawer’s knowl- 
edge. This is accomplished by treating such 
instrument as bearer paper transferable by 

delivery 
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(CONTINUED FROM PAGE 37) 
text of each act in order to ascertain whether any changes 
were advisable or necessary to clarify understanding and 
proper administration. 

BANKING’s readers can assist in the passage of this ur- 
gently needed banking legislation for the protection of the 
public as well as the banks by ascertaining from their state 
bankers associations which of the proposed statutes are 
pending before their local legislative bodies and then urging 
their elected state representatives to consider and adopt 
those awaiting action. 

* 

A uniform statute considered particularly 
important by the Committee on State 
Legislation, and not illustrated on these 
pages, is the Model Bank Superintendents 
Act. A wide variation now exists in the 48 
state statutes with respect to tenure of 
office, salary and qualifications. 

The Legislative Committee has drafted a 
model law, based upon the best features of 
several state acts, designed to take the 
office of superintendent of banks out of 
politics and make it a career job. The ap- 
proved measure provides that the appointee 
should have (1) a term of six years in office, 
with the privilege of reappointment; (2) 


at least five years of experience as an active executive of a 
bank or other financial institution to qualify for the position. 

Mr. Withers’ committee hopes that each of the states 
may be induced to amend its present bank superintendent 
statute so as to embrace the provisions of the measure 
approved by the A.B.A. 

States in which legislatures do not meet in January 
are Alabama, Kentucky, Louisiana, Mississippi, Virginia. 

The Secretary of the Committee on State Legislation 
will gladly supply a complete set of the model statutes 
upon request. 


States With Law in Recommended \. 
a salary sufficiently adequate that a high ZZ StNisatied Form 


caliber superintendent would be content to 
remain in the post for a long term; and (3) 


With Law in Recommended 
or Modified Form 


No Statute 


Right— 

Unirorm Stock TRANsFER Act. While all 
states now have a uniform stock transfer act, 
it should be noted that 21 states have laws 
differing substantially from the model 
statute recommended by the Association’s 
Committee on State Legislation. Because of 
the conflict of judicial decisions as to the 
rights of the parties concerned in a transfer 
of certificates, uniform legislation in all 


Fj States With Different Law 


Above— 

UnirorM Fipuctaries Act covers situations 
which arise where one person deals with 
another whom he knows to be a fiduciary. 
Its general purpose is to establish uniform 
and definite rules in place of the diverse and 
indefinite rules now prevailing as to con- 
structive notice of breaches of fiduciary 

obligations 


Left— 

Unirorm Trust Receiers Act provides 
that a lender may obtain a security interest, 
good as against other creditors. It supplies a 
much-needed security device whereby a 
borrower, with the consent of the lender, 
may retain possession of the goods or docu- 
ments covered by the trust receipt for sale 

to the public 


states, covering this branch of the law and 


following the approved act, is 


desirable 


highly 
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MR. S. S. McCUMBER 


VICE-PRESIDENT OF THE NORTHERN 
NEW YORK TRUST COMPANY OF 
WATERTOWN, N. Y., WRITES.... 


MR. C. W. WALSER 
CASHIER OF THE 
SOLVAY BANK, SOLVAY, N. Y. 


BANKS OF EVERY SIZE 
SAVE WITH RECORDAK 


“TyHOTOGRAPHIC PROOF” of effi- 

ciency, safety, and economy—unap- 
proachable with any other bookkeeping 
method— is provided in thousands of in- 
stallations of the Recordak Photographic 
System of Single Posting. 

Banks with a bookkeeper or two as 
well as banks handling thousands of ac- 
counts are saving hours, dollars, equip- 
ment, and space because the Recordak 
System is faster, safer, and simpler to 
operate. 

Photographic records, made at light- 
ning speed... photographic records, ac- 
curate and complete... photographic rec- 
ords, tamper-proof, extraction-proof, and 
substitution-proof... photographic rec- 


ords, authentic and indisputable, establish 
a new standard of security for these well- 
managed, growing banks and the millions 
of depositors they serve. Recordak Sys- 
tems eliminate the drudgery, the do-it- 
over duplication, the peak loads, and the 
overtime imposed on bookkeepers by 
other methods. 

And Bookkeeping Department operat- 
ing expenses have dropped by as much as 
40%—cumulative net savings which have 
brought increasing profit and satisfaction 
to Recordak-equipped banks during more 
than ten years of day-to-day operating 
practice. Recordak Corporation (Subsidi- 
ary of Eastman Kodak Company), 350 
Madison Avenue, New York, N. Y. 


RECORDAK PHOTOGRAPHIC SYSTEMS 
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“The Recordak System 
| | Which we are Using 
an has Proved itseit to be 4 
the Most fficien; Sys- 
ae tem ever Used and We a | 
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i. 1871 Safety Paper was invented and introduced 
by George La Monte, the founder of our Company: : 


From that time onward, through constant research 
and improvements in formulae and manufacturing 
methods, our products aye bee 


“present state of effectiventss- 


We. like to feel tion of checks and 


that the protec 


has been 


other negotiable 
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Safety Papers: 
Banking in Ametice- 
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The Legal Answer Page 


Assignment of Claims Act of 1940 


The last paragraph of the Assignment of Claims Act 
of 1940 reads: 


“Any contract entered into by the War Department or the 
Navy Department may provide that payments to an assignee 
of any claim arising under such contract shall not be subject to 
reduction or set-off, and if it is so provided in such contract, 
such payments shall not be subject to reduction or set-off for 
any indebtedness of the assignor to the United States arising 
independently of such contract.” (Underscoring supplied.) 


Does the term “indebtedness” include taxes due the 
United States from the assignor? 


Yes. The priority of “debts” due the United States by 
virtue of United States Revised Statutes Section 3466 
“includes taxes”. Price v. United States (1925) 269 
U. S. 492, 46 S. Ct. 180. The court said: “The meaning 
properly to be attributed to that word depends upon 
the connection in which it is used in the particular 
statute and the purpose to be accomplished.” 

What was the purpose to be accomplished by the 
above-quoted provision from the Assignment of Claims 
Act of 1940? One purpose certainly was to protect the 
assignee of a contract specified in the act. It was con- 
templated that banks would lend money partly, at least, 
in reliance upon payments by the United States Gov- 
ernment. The quoted provision seems clearly to con- 
template that if the contract has a clause against re- 
duction or set-off the lending bank to which an assign- 
ment has been made shall be paid 100 per cent of the 
amount of the assigned claim unless there is a set-off 
arising under the assigned contract itself. Banks will 
certainly hesitate to finance government contractors on 
the faith of assignments of claims against the Govern- 
ment if payments to them are subject to deductions 
because of taxes due the United States. It was the intent 
of Congress in enacting this statute to promote the 
financing of government contracts by banks and trust 
companies. Such financing would be more difficult if the 
financing agency, bank, or otherwise, could not be sure 
that payments to it would not be reduced by tax claims 
against the assignors. Often tax claims by the Govern- 
ment are sharply contested and long periods of time 
may elapse before such claims are finally settled. 


Forged Money Orders 


May the United States Government recover an amount 
paid by mistake to a bank innocently presenting forged 
money orders for payment? 


Tue United States District Court in United States v. 
Northwestern National Bank and Trust Co. of Minnea- 
polis, recently decided that the Government could re- 
cover such payments. In this case, the money orders 
were payable to a fictitious payee and were filled 
out on stolen blanks on which the name of the post- 
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mistress of the issuing office was forged. The bank cashed 
them innocently after first making a telephone inquiry 
of the paying post office and being assured that they 
were all right. The discovery that the money orders were 
on stolen blanks and forged was made thereafter. The 
bank contended that the doctrine to be applied should 
be that when the drawee of a bill of exchange, not know- 
ing that the bill is forged, pays the same to an innocent 
holder, the drawee cannot recover the payment made 
even though the drawee’s mistake is due to excusable 
neglect or ignorance. 

However, the court held that this doctrine should not 
be extended to instruments issued by the Government 
in connection with the performance of a public duty. In 
issuing postal money orders, the Government receives 
none of the benefits generally accorded negotiable in- 
struments. It is not entitled to any of the privileges that 
generally accompany the issuance of such paper, and 
consequently it should not sustain the onus of its 
burden. 

Whether the increasing use of money orders as a 
medium of exchange requires another view of public 
policy, is a matter for the legislature. 


Wages and Hours 


If an employee, subject to the Fair Labor Standards Act, 
receives more than the minimum wage fixed in the Act, is it 
necessary to pay him overtime compensation? 


Yes. The Tennessee Supreme Court in a recently 
decided case points out that Section 7 of the Act pre- 
scribes the maximum hours of labor and makes it unlaw- 
ful to employ an employee for longer hours unless he is 
paid therefor “at a rate not less than one and one-half 
times the regular rate at which he is employed.” This 
means that “the one and one-half pay for overtime is 
one and one-half times the rate at which the particular 
employee is employed, whatever that may be.” 


Social Security Taxes 


Are payments by an employer to employees called into 
service in the armed forces of the United States “‘wages” 
for employment tax purposes? 


Tue Commissioner of Internal Revenue has ruled that 
payments made by an employer to his former employees 
called for active service with the armed forces of the 
United States, or who voluntarily enlisted for service, 
which payments are designed to supplement amounts 
received by them from the Federal Government, do 
not constitute “wages” for federal employment tax 
purposes. 

All of the states except California, lowa, Massachu- 
setts and Oregon have followed the federal ruling and 
hold that such payments are not “wages” under the 
state unemployment compensation laws. 
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Banker-Contractor Teamwork 


This article by a member of BANKING’S staff is a report 
on how a savings bank cooperates with contractors whose 
building operations it finances. 


NE Sunday afternoon last October 250 people drove 

Q to 940 Stone Road, Rochester, New York, to see 

a house that had been advertised in the real estate 
section of the morning newspaper. 

Your reaction to that prosaic bit of information will 
be “So what?”, or its local equivalent for expressing 
boredom or indifference. 

But wait a minute. This story is only three para- 
graphs old. 

It wasn’t a particularly pleasant Sunday afternoon. 
However, the advertisement was both particular and 
pleasant. Under an attractive drawing of a house ap- 
peared, in type, a brief account of “real craftsmanship 
in a modern home.” The dwelling, it said in so many 


words, was well built, ready for gracious and—for a © 


small family—spacious living. It didn’t happen to be 
for sale because it had been built on contract for a 
Rochester couple. It was financed on an amortized 
basis by Rochester Savings Bank. 

The ad bore the name of the contractor-builder. A 
round seal, set into some white space just off the front 
yard in the drawing, carried this legend: “ Inspected, 
Approved & Financed by Rochester Savings Bank.” 
There was also an invitation to see the house that 
afternoon. 

People came by carsful. They saw, they inspected, 
they oh-ed and they ah-ed, they talked to the contrac- 
tor. They learned about amortized mortgages, in case 
they didn’t already know. And back of this house that 
was about to become a home, they knew, was the bank 
that had advanced the contractor the money to build it. 

And the contractor? Well, he was busy jotting down 
the names of the dozens of prospects he met that 
Sunday afternoon. Of course he thanked the bank 
heartily, which was quite the thing to do because Roch- 
ester Savings Bank had suggested, written and paid 
for the advertisement. 

When he wanted another loan, where would he apply? 


Tuere’s a “why” as well as a “wherefore” to this little 
tale. It goes back to the day last Spring when the bank 
decided that it isn’t such a trick for a contractor to 
build a house; after all, that’s his business. Rather, the 
sale’s the thing. . 

“And so,” said the institution to itself, as represented 
by an officers’ meeting, “‘if we’re going to lend money 
to contractors and builders on a fairly large scale, why 
not help them sell the houses we finance? 

“The more sales, the more houses, the more mort- 
gages. And the sounder the whole setup, too, because 
we’re sticklers for quality in construction and equip- 
ment and we’ll know that, by stimulating building this 
way, we’re doing something for folks who love a good 
home. And who doesn’t?” 
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In short, the sales angle of mortgage lending sounded 
so alluring that the bank went to work on it and called 
in an advertising man. 

“We want to help contractors sell houses,”’ the bank 
told him. “‘They’re good fellows, but maybe we know 
more about advertising and promotion than they do. 
Anyway, we’re willing to pay for a series of newspaper 
ads that will interest people in buying the houses these 
men are building. Our idea is one ad to a house, each 
to be signed by the contractor who put it up. Also, we’ll 
run a picture and maybe a floor plan of each house. 

“Before we start, we’ll call the boys together, tell ’em 
what we have in mind, and get their reaction.” 

The advertising man’s approval was exceeded only 
by his eagerness to start immediately. 

So the bank, the advertising man and the contractors 
went into a huddle, emerging with an enthusiastic deci- 
sion to try the plan. 

Meanwhile, it had received some embellishments. 
Each ad would wear a little emblem proclaiming that 
the house had the approval as well as the financial back- 
ing of the savings bank; that no copy would be run until 
a house was finished; that each builder was to have a 
type style so that his ads would be distinctive. 

The first ad appeared in April. A series has been 
running ever since on an average of one every two 
weeks. As a rule, a house so publicized has sold within 
two or three weeks of the ad’s appearance. 


Harry, Mr. Advertising Man is a photographer and 
an artist. When a house that is a candidate for copy 
nears completion he goes out to the property and makes 
a few snapshots. From these he does a wash drawing of 
the house as he thinks it will look when landscaped and 
ready to be lived in. This drawing he takes to the con- 
tractor who is asked what he wants featured in the 
reading matter. 

With this information at hand, the advertisement is 
prepared and a layout assembled. The contractor—by 
this time he is a very pleased and proud contractor— 
is again asked not only for his approval but for sug- 
gested changes. Occasionally the builder will want this 
or that emphasized a little more. Wheh he is satisfied 
the ad goes to the bank for okay. 

Given this certification, the layout journeys to the 
newspaper for setting. The final step is taking the proof 
to the contractor. 

If the house has been sold at any stage of these pro- 
ceedings, the owner’s permission is of course obtained. 
Sometimes a buyer, on seeing the drawing of his house 
before completion, thinks of a change or two that 
would improve the building. Invariably he is highly 
pleased at this honor to himself and his dwelling. 

“Next to his own face,” observes the bank, ‘‘a man 
likes best to see in the paper a photo of his own house. 

“But the grand climax comes when we present to 
Mr. Owner or Mr. Contractor the wash drawing from 
which the advertisement cut was made. 
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ROCHESTER 
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BANK 


HEDGEGARTH DRIVE 


rapidly nearing completion 


Bungalows of the type shown above, answering today’s 
demand for attractive, livable small homes can be 
quickly finished to suit your individual taste. The 
monthly carrying charge is surprisingly low, the down 
payment only 10°%,. 


See this fast growing community today with its bus 
service (city fare), stores, schools, churches and other 
unique advantages. 

HEDGEGARTH DRIVE is off Cooper Road at Titus 


Avenue. Drive down today. We may have just the 
home you want. 


ROCHESTER 
SAVINGS 
BANK 


in a modern home 


The fine home shown above is an example of solid craftsmanship in 

home building. The smart exterior is clapboards and stone. Under 

this is the best moisture tested lumber. 

The house 1s Celotex vapor-sealed with hot water heat and concealed bd an? rs 
radiation. The stone work at the entrance was chiselled and fitted by M Sunday October 
hand. Walls inside are finished with plastic paint in interesting tex- 20th. Come out and 
tures. There is a vestibule entrance, four large rooms, bath and a see it. It is located at 
large porch on the ground floor. Provision is made for two more rooms 940 Stone Road west 
upstairs when needed, and a fine recreation room in the basement. The of Dewey Avenue. 
garage is attached. 


This will be the home of Mr. and Mrs. Heveron for whom it was 
built. It is financed by Rochester Savings Bank. Convement monthly 
payments take care of principal, interest, taxes, fire and mortgage 
insurance and eventually lead to free and clear ownership. 


| STONEWOOD BUILDERS 


82 St. Paul Street 


The ad at the upper right is the one that 
attracted 250 people on a Sunday after- 
noon 


“There it is—his house—a striking study in black and 
white, as seen by an artist, and deemed worthy of being 
seen on newsprint by the scores of thousands who read 
the local Sunday newspaper. It’s a small touch, but if 
you know people you’ll understand that it gets ’em. 

“We usually set the drawing above the fireplace, or 
some other conspicuous place, when the house is ready 
for inspection by the public. It makes almost as big a 
hit as the model kitchen, or the door mirrors, or the 
modern heating system.” 

What results has the bank had? Well, it has made 
many new friends and new loans among the contractors 
and builders, and it has strengthened old friendships. 
It has pleased home owners, put its name before pro- 
pective home builders, and identified itself with progress. 

The houses financed are well built and non-specula- 
tive. The bank’s own inspector, a man with a broad 
background in real estate, visits each piece of construc- 
tion three times while the building is going on. In the 
case of FHA insured mortgage houses, the first two 
inspections by the bank are independent of the Federal 
Housing Authority’s which also number three; the last 
one by the two inspectors is simultaneous, so that 
these homes actually get five separate checkups. 

The bank has in mind an album of house drawings and 
plans from which builders can sell houses. It isn’t taking 
on architecture as a sideline, but the results obtained so 
far from its cooperative advertising campaign suggest 
that the volume of sound new business to be had by 
working along these lines is considerable. 

Joun L. CooLey 
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Designed and built by 


EMIL J. SUTORIUS 


Design and construction quality are 
stressed in many of the ads. 


Designed for Living 


Here is a new home built to modern standards. It has 
plenty of room yet it is not so big it can ever be a bur- 
den to the owner or the housewife. 

The exterior is a distinguished combination of stone and 
wood. A vestibule entrance leads into an extremely 
rooms and bath on one floor. There is room for two 
more rooms wpstairs. Plenty ef closets and an unusually 
large number of electric outlets make housekeeping easier. 
There is a fine modern heating system; a roomy base- 
ment; a cheery fireplace in the living room; a garage 
and a large concrete porch. 


Located on Titus Avenue it is near to school, stores and 
busses. The home has all the fine quality of construc- 
tion found in every BAYER-built home. The owner 
is already occupying it and will find it a comfortable, 
economical and delightful home for many years. 


If is financed with a modern F.H.A. Insured first mort- 
monthly payments take care of principal, interest, taxes, 
fire insurance and mortgage insurance. 


GEORGE F. BAYER, 


Telephone Culver 4621-R 
115 Garford Road Rochester, N. Y. 
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Real Estate Headaches 


PAUL D. 


Mr. GESNER is a financial writer for the Associated 
Press. He takes a look at a common real estate problem, 
house buying, from the layman’s viewpoint. 


home for himself, I want to report these facts 
about the current residential boom: 

1. The majority of the people in the market for homes 
want brand-new houses. 

2. The great majority are people of relatively small 
means, who are drawing down the bulk of their savings 
to make the first 10 per cent down payment on houses 
purchased. 

3. The “better grade” buyers in the home market 
today—business and professional men with slightly 
better than average resources—in large numbers are 
shopping for good “used” houses, such as you carry on 
your list of foreclosed properties for sale. 

4. The average bank has done a lamentably poor job of 
displaying its house wares attractively to potential 
buyers. 

5. In another three or four years the people of small 
means who bought brand-new houses in 1937, 738, ’39 
and ’40, under the 10 per cent down payment plan, will 
be tiring of their homes and getting ready to move on to 
other brand-new ones. They will find cost of interior 
decorating, exterior painting, yard-grading, and other 
deferred and accumulated maintenance mounting. And 
under such circumstances, they will reason: “‘ Why spend 
$500 to fix up this dump of ours when we can let it go for 
the mortgage and with $500 make the 10 per cent down 
payment on a brand-new $5,000 home in a brand-new 
neighborhood?” 

Unless bankers sell their holdings of foreclosed homes 
before today’s people in brand-new houses begin moving 
on, they may, to use the real estate trade’s own phrase, 
“get stucco”. 


\ a newspaper reporter trying to find and buy a 


* * * 


I want to go personal at this point, and tell about my 
own experience as a house buyer. 

Two years ago I got the bug. I wanted a house of my 
own. I had the cash needed. All that was required was 
that I find a house I liked. 

I got a folder describing properties owned by a bank, 
which the bank wished to sell. Then my wife and I drove 
around looking over the houses described in the folder. 

After three afternoons we became disgusted. All of the 
bank-owned houses seemed in a state of bad repair. 
They needed paint. They were dirty inside. The yards 
were full of trash—old automobile tires, broken baby 
buggies, tin scraps, broken glass, sticks and stones. Most 
of them appeared to have been vacant for years. If we 
had found a suitable looking house from the outside, we 
were planning on going to the bank or its agent and 


44 


GESNER 


getting a key and inspecting it inside. But we never 
found a place worth looking into. 

Next we decided to look at new houses. We spent four 
afternoons inspecting tier upon tier of trim, white houses 
in the $6,000 to $8,000 bracket. 

We found these objections—one or more to a develop- 
ment—that definitely eliminated each as a potential 
buy: 

1. People of a definitely inferior social strata living in 
adjacent houses already sold—the kind of people you 
would expect to find where the only qualification for 
residence was the ability to put 10 per cent of the pur- 
chase price on the builder’s desk and sign on the dotted 
line. 

2. Poor or undeveloped transportation facilities. 

3. Lack of proximity to schools, churches, shopping 
districts. 

4. Possibility of heavy future assessments for paving 
and other improvements. 

5. Lack of good-sized shade trees, other cover from 
sun. 

6. Sandy, eroded soil. 

7. Match-box wall construction. Small rooms. Small 
basements. Sun-baked second-floor bedrooms. Cracking 
plaster and foundations, resulting from hasty construc- 
tion. Kitchenette-sized kitchens. Cheap exterior paint. 
Small-sized hot water heaters. Small windows. Cheap 
pine interior doors, mouldings and baseboards. 


Katty, to make a long story short, we found and 
bought a house. We found it through a real estate firm’s 
recommendation. The house had been built in 1930 at 
a cost of $11,500. An insurance company, owner of the 
house through foreclosure, had spent about $800 reno- 
vating it. It had been completely redecorated inside and 
out. New bathroom fixtures had been installed. It had 
been fitted with an oil burner. New shrubs had been 
planted. The yard was graded and in good repair. The 
house was conveniently located, in a good neighborhood. 
The price was attractive. 

Here’s the point I wish to stress: 

The insurance company had slanted the house at the 
active market. Renovation, before a buyer was sought, 
had done the trick. A sum of $800 had been spent. With- 
out the renovation, I would not have been attracted to 
it, even if the asking price had been $800 less. 

Some day—maybe in 1942 or 1943—the people in 
those trim rows of “brand-new” white houses in the 
suburbs are going to be on the march again to greener 
fields. Then there will be long rows of dingy, empty 
greying houses for sale in the suburbs to compete with 
your bank-owned real estate. 

Renovate now, I say, and start your properties mov- 
ing while there is yet time. 


BANKING 


ENDORSES... 
AS IT SORTS, 
LISTS AND 
PROVES 


ELIMINATE DUPLICATION OF CHECK 


ROV NG E RAT N WITH INTERNATIONAL PROOF MACHINES 


Efficiency and economy in proving de- 
posits and distributing checks are of 
particular significance in these days of 
controlled work weeks. 


This problem can be most effectively 
met in the proof department by elim- 
inating as nearly as possible the 
duplication of operations. 


International Proof Machines accom- 
plish that result by making a single 
operation ofthe fourimportant phases 
of check handling . . . SORTING, 
LISTING, PROVING, and ENDORSING. 
Not only do these machines combine 
operations, but they also maintain 
constant proof throughout every 
run, thus eliminating difference- 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


time delays. Still more time is saved 
because the totalled classification 
adding machine tapes serve as tran- 
sit letters, making any re-listing un- 
necessary. 


With this modern, streamlined prov- 
ing method, in which operator fin- 
ishing times can be accurately fore- 
cast, management can easily equalize 
working hours and control working 
schedules. 


Your bank, be it large or small, cannot 
afford to overlook the Proof Machine 
way to efficiency and economy. A post 
card or phone call will bring you com- 
plete information. 


World Headquarters Building Branch Offices 
590 MADISON AVENUE, NEW YORK, N. Y. 
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IN PRINCIPAL CITIES OF THE WORLD 
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Mr. STEPHENSON is Director, Trust 
Research Department, The Graduate 
School of Banking, American Bankers 
Association. 


first decade of common trust funds 
in the United States. The first com- 
mon trust fund in this country was City 
Farmers Fund (C) Inc., established by 
the City Bank Farmers Trust Company 
of New York City on May 1, 1930. 
Since 1936, the term “‘common trust 
fund” has had a technical meaning. 
Under the Federal Revenue Act of 1936, 
it means a fund maintained by a bank or 
trust company exclusively for the in- 
vestment and reinvestment of moneys 
contributed thereto by the bank or trust 
company in its capacity as trustee, 
executor, administrator or guardian and 
in conformity with the rules and regula- 
tions, prevailing from time to time, of 
the Board of Governors of the Federal 
Reserve System pertaining to the col- 
lective investment of trust funds by 
national banks.! 


Ti year 1940 marks the end of the 


To be a common trust fund in this 
technical sense, the fund (1) must be 
maintained by a bank or trust company 
(not by an individual or by any other 
type of corporation), (2) must be used 
exclusively for the investment and rein- 
vestment of funds held by that bank or 
trust company (not by any other bank 
or trust company or by any individual 
or any other corporation) in its fiduciary 
capacity as trustee, executor, adminis- 
trator or guardian (not as agent), and 
(3) must be maintained in conformity 
with rules and regulations prescribed by 
the Board of Governors of the Federal 
Reserve System. Neither the bank nor 
trust company as a corporation nor its 
customer nor any other person may 
acquire or own an interest in a common 
trust fund. It is exclusively for the use of 
the bank’s or trust company’s own trust 
accounts. It is exclusively a medium for 
the collective investment of funds of 
trusteeships, executorships, administra- 
torships and guardianships under ad- 
ministration by the bank or trust com- 
pany which is operating the fund. These 
features distinguish a common trust 
fund from an investment trust or a 
uniform trust or a composite trust or 
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A Decade of Common Trust Funds 


GILBERT T. STEPHENSON 


any other type of commingled trust. 

On August 30, 1939, the Securities 
and Exchange Commission reported on 
16 commingled trust funds. Only two 
of these were, in the technical sense, 
common trust funds. 

Because the term “common trust 
fund” does have a technical meaning, it 
is highly desirable that all common 
trust funds be known as such by name 
and that no other types of commingled 
trust funds be known as common trust 
funds. 


Tae rules and regulations of the Board 
of Governors of the Federal Reserve 


System as to common trust funds were 
not promulgated until December 31, 
1937. Therefore, technically speaking, 
there could not have been any common 
trust fund prior to this date. But for 
practical purposes any pre-existent 
commingled trust fund maintained by a 
bank or trust company exclusively for 
its trust accounts and in which neither 
the bank nor trust company itself nor 
other persons could acquire or own any 
interest and which, without material 
change of plan, could be made to comply 
with these rules and regulations, may, in 
tracing its history, be regarded as a 
common trust fund. In this broader 


COURTNEY DUNKEL 
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sense there were at least six common 
trust funds in existence at the time the 
rules and regulations were promulgated 
at the end of 1937 — namely: 


City Farmers Fund (C) Inc. (already 
mentioned); 

Equitable Fund A of Equitable Trust 
Company, Wilmington, Delaware, July 
1, 1930; 

Equitable Fund B of the same com- 
pany, October 1, 1930; 

Associated Trust Account of Proctor 
Trust Company, Proctor, Vermont, De- 
cember 1, 1931; 

Trust Plan A of First Trust Company 
of St. Paul, January 1, 1933; 

Equitable Fund C of Equitable Trust 
Company, Wilmington, Delaware, Janu- 
ary 8, 1934. 


Not all of these funds have been con- 
verted into common trust funds in the 
technical sense. This is true of City 
Farmers Fund (C) Inc., of Equitable 
Funds A and B and of Associated Trust 
Account. Of these early funds, only 
Equitable Fund C and Trust Plan A 
have become active common trust 
funds. 


Tue basic needs for a common trust 
fund are twofold. From the point of 
view of the bank or trust company, a 
common trust fund (1) reduces the cost 
of investment supervision, (2) provides 
adequate diversification for small ac- 
counts, (3) permits investment of small 
amounts promptly, (4) makes possible 
periodic distributions of principal with- 
out the necessity of keeping any consid- 
erable amount of trust funds unin- 
vested, and (5), in general, facilitates 
the handling of small accounts more 
profitably and economically. From the 
point of view of the beneficiary, a com- 
mon trust fund (1) provides the same 
degree of diversification and other in- 
vestment advantages, proportionately, 
for a small trust as for a large one, (2) 
tends to stabilize both principal and in- 
come and (3), in general, helps to make 
trust service available to the person of 
small estate. 

The principal milestones in the jour- 
ney of the common trust fund during 
this first decade have been (1) the appli- 
cation of the principle of collective in- 
vestment to trust funds, (2) the relief of 
common trust funds from double taxa- 
tion, (3) the promulgation of govern- 
ment rules and regulations on common 
trust funds, (4) the enactment of enab- 
ling state legislation regarding common 
trust funds, (5) the standardization of 
methods of operation of common trust 
funds and, finally, (6) the actual estab- 
lishment of common trust funds. 
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The advantages of the collective in- 
vestment of funds assembled from 
different sources have long been recog- 
nized. Witness how banks and insurance 
companies invest their own funds. 

The advantages of the collective in- 
vestment of trust funds also have long 
been recognized in other countries. 
Witness the common funds of Denmark 
which have been in operation over 300 
years; and of New Zealand, over 70 
years; and of Australia and Norway and 
Sweden and Japan, which have been in 
operation, not so long as the others just 
mentioned, but longer than any com- 
mon funds in the United States. 


Furthermore, long before 1930 the ad- 
vantages of the collective investment of 
trust funds were recognized in the 
United States. As a matter of fact, the 
first type of business of trust com- 
panies, between 1820 and 1850, was the 
collective investment of the funds of 
depositors left in trust, known as trust 
deposits. Over 75 years ago the state 
of Delaware provided by statute for the 
collective investment of minors’ funds 
held by the court pending distribution. 


2Smith, James G., Trust Companies in the 
United States, p. 257; Henry Holt and Com- 
pany, New York, 1928. 
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Prior to 1930 there were at least five 
commingled trust funds being operated 
by banks and trust companies in the 
United States — namely: 


The Security National Bond Trust 
Fund, of the Security National Bank 
Savings and Trust Company of St. Louis, 
January 12, 1927; 

Uniform Trust Plan A, of the City 
Bank Farmers Trust Company, New 
York City, March 21, 1929; 

City Bank Farmers Trust Company 
Investment Fund (No. 1), March 26, 
1929; 

Composite Fund, Series “A”, of the 
Brooklyn Trust Company, New York 
City, April 22, 1929; 

Trust 100-A, of the Equitable Trust 
Company, Detroit, Michigan, September 
12, 1929. 


On May 1, 1930, when the City Bank 
Farmers Trust Company established 
the first incorporated common trust 
fund (Fund (C) Inc.) and on July 1, 
1930, when the Equitable Trust Com- 
pany, Wilmington, Delaware, estab- 
lished the first unincorporated common 
trust fund (Equitable Fund A), these 
two pioneering trust institutions were 
applying to trust funds the principle of 


Head Office, MONTREAL . 


FOREIGN 
BANKING SERVICE 


in 26 Countries 


HROUGH an extensive branch banking sys- 

tem in Canada, Latin America and Overseas, 
The Royal Bank provides the banking service 
your customers need to promote export and 
import trade. The staff of each branch is thor- 
oughly familiar with foreign exchange restric- 
tions, tariff laws and trading customs of the 
territory it serves. Enquiries invited. 


THE ROYAL BANK OF CANADA 


Resources over $900,000,000 


New York Agency. 68 WILLIAM STREET 
More than 600 branches throughout Canada 


collective investment, the advantages of 
which were already fully recognized in 
other fields of investment. 


ly 1932, the Board of Tax Appeals and 
the Federal District and Circuit Courts 
on appeal, in a matter involving the 
Composite Fund of the Brooklyn Trust 
Company, held that the fund itself was 
taxable as an association. This meant 
that the income of the fund was taxable 
to the fund as an association and that 
the income paid out to the participating 
trusts was taxable again to the respec- 
tive trusts or the beneficiaries thereof. 
This double taxation of the same income 
severely threatened common trust funds. 

In order to relieve trusts and estates 
of this intolerable burden of taxation 
Section 169 was incorporated into the 
Federal Revenue Act of 1936. The prac- 
tical effect of this section is that a com- 
mon trust fund which is maintained in 
conformity with the rules and regula- 
tions of the Board of Governors of the 
Federal Reserve System is not subject 
to taxation as a corporation. In other 
words, this section of the Revenue Act 
said to banks and trust companies that 
they might avoid double taxation of 
common trust funds by operating them 


in accordance with these rules and 
regulations of the Board of Governors of 
the Federal Reserve System. Section 
169 thus gave common trust funds a 
new lease on life. 

On December 31, 1937, the Board of 
Governors of the Federal Reserve 
System issued rules and regulations on 
common trust funds.’ These rules and 
regulations now are the chart and com- 
pass of banks and trust companies in 
the administration of these funds. The 
first regulation, however, raised what 
appeared to be a serious barrier to the 
further establishment of common trust 
funds, except in a very few states. 

This regulation provided that a na- 
tional bank might establish and main- 
tain a common trust fund “whenever 
the laws of the state in which the na- 
tional bank is located authorize or per- 
mit such investments by state banks, 
trust companies or other corporations 
which compete with national banks.” 


Ir was found that comparatively few 
states had legislated on the collective 
investment of trust funds. Prior to the 
promulgation of these regulations, only 
the following states had done so: Ohio 
(1919); Vermont (1933); Oregon and 
Delaware (1935). In 1937 Indiana, 
Minnesota, New York and Pennsyl- 
vania enacted statutes on the collec- 
tive investment of trust funds. Since 
then, Kentucky, Louisiana and North 
Carolina have passed enabling statutes. 
Up to the present time, then, only 11 
states have legislated on the subject. 
Some of the existing statutes leave much 
to be desired. The Ohio statute is said 
to be indefinite; the New York statute, 
too complex and restrictive. The Dela- 
ware and the Pennsylvania statutes 
already have been amended to conform 
to the regulations. 

In 1938 the Commissioners on Uni- 
form State Laws approved a short, 
simple Uniform Common Trust Fund 
Act. This has been adopted, in sub- 
stance, by North Carolina. It is under 
consideration in several other states. It 
would seem that the states desiring to 
pass enabling legislation would do well 
to adopt this uniform act. 


i 1939 the Trust Division of the Amer- 
ican Bankers Association published a 
118-page handbook on the purposes, 
establishment and operation of common 
trust funds. This handbook is the work 
of a committee of specialists on common 
trust funds who have been at work on 
the subject since 1934. It is a compre- 
hensive and authoritative discussion of 
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such topics as the factors to be censid- 
ered before establishing a common trust 
fund, the type of fund to be established, 
the plan or declaration of trust, the in- 
stallation and operation of the fund and 
the tax phases. It contains suggested 
forms of plans or declarations of trust. 
While the suggested forms do not have 
the express approval of the Board of 
Governors of the Federal Reserve Sys- 
tem, any bank or trust company follow- 
ing the forms, plans and procedure set 
out in the handbook may rest assured 
it is adopting the course recommended 
by the country’s leading specialists in 
common trust funds. 


Mosr of the growth in number of com- 
mon trust funds has come within the 
past 12 months. Between 1937 and 1939 
only one common trust fund was estab- 
lished — namely, Trust Plan B of First 
Trust Company of St. Paul, June 20, 
1937. The following new common trust 
funds have been established, within the 
past 12 months, not counting existing 
funds, such as Equitable Fund C, which 
have been converted into common trust 
funds: 


October 13, 1939—Common Trust 
Fund A, Security National Bank and 
Trust Company, St. Louis; 

November 30, 1939—Diversified Trust 
Fund A, Girard Trust Company, Phila- 
delphia; 

November 30, 1939—Diversified Trust 
Plan B, Girard Trust Company, Phila- 
del phia; 

June 1, 1940—Common Trust Fund 
A, Peoples-Pittsburgh Trust Company, 
Pittsburgh; 

July 1, 1940—Discretionary Common 
Trust Fund, The Pennsylvania Company 
for Insurance on Lives and Granting 
Annuities, Philadelphia; 

July 18, 1940—Discretionary Com- 
mon Trust Fund, Fidelity-Philadelphia 
Trust Company, Philadelphia. 


More than half of the present, active 
common trust funds have been estab- 
lished within the past 12 months. 


I; is too early yet to pass judgment on 
the record of accomplishment of com- 
mon trust funds, since most of them 
have been in operation less than a year. 
The following are the income records of 
the three funds that have been in opera- 
tion three years or more and which still 
are active funds, namely: Equitable 


More and more member banks 
are sending BANKING to their di- 
rectors and trustees. Ask us about 
this plan with its special rates 
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Fund C of Equitable Trust Company, 
Wilmington, Delaware, and Plans A 
and B of the First Trust Company of 
St. Paul. The net yield of Equitable 
Fund C for the period, September 8, 
1938-September 8, 1939—was 3.76 
per cent; of Trust Plan A (the discre- 
tionary fund) for the year ending De- 
cember 15, 1939, was 3.5489 per cent 
and of Trust Plan B (the legal fund) for 
the same period, 3.0397 per cent. 


Tree tasks lie ahead for the second 
decade of the common trust fund. 

The first task is to see that existing 
state enabling acts either are in line 


with or are brought into line with Sec- 
tion 169 of the Federal Revenue Act and 
with Section 17 of Regulation F of the 
Board of Governors of the Federal 
Reserve System. 

The second task is to obtain enabling 
legislation—preferably the Uniform 
Common Trust Fund Act—in the re- 
maining states. 

This done, the third task is for enter- 
prising, forward-looking banks and 
trust companies, gradually, one at a 
time, to establish common trust funds 
and thereby do the necessary pioneering 
work in different jurisdictions and in 
different parts of the country. 


Section of the Credit Department 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


Member Federal Deposit Insurance Corporation 
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Is introduces a new feature of BANKING. The Bank In- 
Reporter will discuss insurance topics and news 
and views of interest to financial institutions, to create a 
needed better acquaintance with a vast companion industry 
whose flesh-and-blood function, like banking’s, is to protect 
and preserve values. The Reporter is Horace Ervin, account 
executive with Albert Frank—Guenther Law, Inc., advertis- 
ing agency, who specializes in insurance company accounts. 


New Auto Policy 


in Wide Use; 


Regarded as Uniformity Achievement 


HE new automobile insur- 
{rom policy which was 
adopted by the National Auto- 
mobile Underwriters Associa- 
tion July 16 last is now in use 
in all but two states (Virginia 
and West Virginia) by a ma- 
jority of its 183 stock fire com- 
panies who write more than 70 
per cent of all physical damage 
auto premiums. The deadline 
for mandatory complete adop- 
tion set for January 1, 1941, 
has been postponed to July 1. 

Regarded as an _ achieve- 
ment in uniformity, the new 
form cuts through tough spots 
of phraseology in the physical 
damage policy (which fire com- 
panies issue) and adopts in 
many cases the clearer diction 
of the companion Jzability 
policy (the casualty companies’ 
specialty). In the wake of this, 
three powerful associations of 
companies (National Bureau 
of Casualty & Surety Under- 
writers, representing stock cas- 
ualty companies; American 
Mutual Alliance, mutual com- 
panies; and NAUA mentioned 
above) are laboring to har- 
monize further existing dif- 
ferences between the two main 
types of auto policy. 

The policy covers loss or 
damage to the automobile from 
any cause (if comprehensive and 
collision are carried), and from 
specified hazards such as fire or 
theft. (Note exclusions below.) 

A summary of improvements 


over the old policy is as follows: 


(1) Damage due to falling 
objects now expressly included 
(comprehensive). 

(2) Smoke and smudge now 
included in fire and transporta- 
tion coverage. 

(3) Theft now includes lar- 
ceny; also covers persons in in- 
sured’s household or employ. 
Eliminates “trick and device” 
clause covering (except deal- 
ers) phoney purchase checks. 
Loss now payable in 30 days 
instead of 60. 

(4) Combined additional cov- 
erage (embracing windstorm, 
earthquake, etc.) broadened. 

(5) Reimbursement for auto 
rental (after theft) for 30 days, 
even beyond policy term. 

(6) New car automatically 
covered; company notification 
30 days instead of 10. 

(7) Liability for general av- 
erage or salvage costs now ex- 
tended to comprehensive form. 

(8) Covers losses while car 
is in military or police service. 

(9) Extends coverage area 
to Newfoundland and U.S.A. 
territories. 


Exclusions 

Liability for bodily injury 
and property damage; collision 
(when car operated by minor) ; 
conversion or embezzlement by 
car buyer or mortgagor; war 
risks; rental reimbursement (ex- 
cept by theft); wear and tear; 
robes, apparel, etc. 


NOTE TO READERS 


The forum character of this page permits and should encourage con- 
tributions from individuals and institutions on related subjects, such as: 
experiences with insurance; examples of premium-saving; hazard re- 
duction; interesting claims; oddities; customer angles; historical slants; 
unusual service; complaints; letters; questions and answers and various 
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other unexploited aspects that may prove of value or interest to readers. 


HORACE ERVIN 


Bank Insurance Reporter 


NACM Questions 
Are Thorough 


commendable insurance 


statement, approved by 
the National Association of 
Credit Men to be used by 
members in testing the cover- 
age of credit applicants, might 
well serve as a working model 
for the commercial loan de- 
partment of any bank. In- 
cluded in this questionnaire to 
be completed by the applicant 
are all important fields of in- 
surance—fire, casualty, surety, 
fidelity, life. The signer is re- 
quired to answer questions on 
extent of coverage for property 
damage (fire, windstorm, etc.), 
human misconduct (burglary, 
embezzlement, forgery) liability 
—all aspects of the unexpected 
that may cause loss and de- 
stroy the integrity of credit. 
“The insurance you carry,” 
the form warns the applicant, 
“has a direct and extremely 
important bearing on your fi- 
nancial standing. Excellent 
firms with normally adequate 


“Good Old” Currency Days 


N that colorful period of American history tucked away 
between 1830 and 1863 (the latter date representing 
passage of the National Bank Act), money was where you 
found it—and currency was who issued it. Printing money 
was the first great ambition of many a corporation, and 
the denomination of bills coming off the press was as often 
as not rubber. Banks, railroads, insurance companies, min- 
ing firms and others were authorized to issue currency. But 
the custom became so common and the bills so plentiful 
that worthless dollars and ‘‘red dog” notes all but clut- 
tered the streets in that reckless wildcat era. 

The $1 bill shown above was issued by the Adrian Insur- 
ance company, Adrian, Michigan, which was granted a 
charter four years after that state entered the Union (1835). 
The company was permitted to issue currency, but when 
it proceeded to enter the banking business its charter was 
revoked by legislative act under date of January 24, 1853. 


More Power to 
Your Agent 


TOCK insurance companies 

have given the local agent 
a little boost by officially 
signing an agreement (New 
York, November 20) that they 
will no longer accept business 
direct from insureds. It must 
come through authorized, com- 
missionable agency channels. 
This affects agents serving 
companies in the influential 
Association of Casualty and 
Surety Executives, 63 in num- 
ber, with total premium vol- 
ume exceeding $591,000,000 in 
1939. Granted in the same pact 
is agents’ right to countersign 
policies covering risks in other 
states, a privilege previously 
confined to salaried company 
employees licensed as agents. 


capital resources have had their 
financial standing seriously im- 
paired or become actually in- 
solvent because they were in- 
adequately insured.” 
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The Legions of Credit 


are Mobilized 


Behind the vast production machine of 
national defense, now beginning to mesh 
into gear, stand billions of credit dollars 
mobilized in the commercial banking sys- 
tem of the nation. 

This great army of credit dollars 
assures industry of sufficient funds to 
meet the demands of our national de- 


fense program. It answers the call to 


service at costs to the borrower lower 
than ever before in the nation’s history. 

The Chase National Bank, in its rela- 
tionships with correspondent banks 
throughout the country, is earnestly co- 
operating in the effort to make our 
“dollar army” effective and useful, to the 
end that the needs of the nation may 
be met swiftly and fully. 


THE CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 


January 1941 
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The New Books 


Gold 


The International Gold Standard Re- 
interpreted, 1914-1934. By Wti1aAM 
Apams Brown, Jr. National Bureau 
of Economic Research, New York, $12. 


Tas imposing two volume work on the 
gold standard should be on the shelf 
of every bank library, but we do not 
recommend that it be read by every 
banker. It is a study for the specialist 
in monetary theory and central bank- 
ing, and for some specialists in foreign 
exchange. 

The subject of the gold standard is 
treated in four major divisions: (1) 
breakdown, 1914-1918; (2) restoration, 
1919-1925; (3) experimentation, 1925- 
1931; and (4) disintegration, 1931-1934. 

The main thesis is that before the 
war London was the focal point of the 
world for commercial and investment 
banking. Money flowed to London for 
investment and new security issues were 
naturally floated in the London market 
since Great Britain was the principal 
international creditor of the world. 
Financing of world trade was centered 
in London because that city was the 
primary world market for industrial raw 
materials. Balances of foreigners in 
London were kept there for business 
reasons—to meet recurring obligations. 
They were in effect the world’s average 
balances in the world’s active commer- 
cial bank. Money which was disbursed 
in London as the proceeds of a loan 
came back to London (through sub- 
sidiary centers such as New York or 
Paris) in the form of bank deposits. 
Thus a small group of banks and finan- 
cial houses was able to finance a huge 
volume of world-wide trade and invest- 
ment, the results of which were settled 
by a system of clearance on the books 
of the London financial community. 
The world actually operated upon a 
sterling exchange standard and the use 
of gold was seldom required. 

The essential difference between the 
international gold standard of 1928- 
1929 and that of 1914 was that when 
the world returned to gold after the 
war, it built its international system 
around a mucleus of financial centers 
and not around a single center as be- 
fore the war. London remained as the 
main commodity market of the world 
but was surpassed by New York as an 
investment center. Thus the former sys- 
tem of clearances of both investment 
and trade obligations through one great 


market was eliminated. Lack of eco- 
nomic balance after the war further im- 
paired the system of clearance. The 
world was also faced with a situation 
of unstable short term funds and of 
unfaithful securities, which could be 
shifted from one international money 
center to another, whereas before the 
war they had only one domicile. The 
confidence crisis of 1931 brought to 
an end the experiment of operating a 
world-wide international gold standard 
with a decentralized world credit sys- 
tem in an unbalanced world economy. 
ROBERT W. BACHELOR 


Short Reports 


Selected Bibliography of Money, Cred- 
it, Banking and Business Finance. By 
Ray B. WESTERFIELD. Bankers Pub- 


lishing Co., Cambridge, Mass., $1.50, 
The professor of economics at Yale 
published this volume to meet the needs 
of university students, American Insti. 
tute of Banking members, bankers, and 
others who may want a guide in their 
reading and study. Books are arranged 
under 75 headings, giving author, title, 
publication date and publisher for each, 


Early Banks in the District of Colum. 
bia, 1792-1818. By JoHN JOSEPH WALsu. 
Catholic University of America Press, 
Washington, D. C. A dissertation that 
includes much interesting local history, 


Coffin’s Interest Tables. John C. Win- 
ston Co., Philadelphia. A revised edi- 
tion covering fractional interest rates 
beginning with 1% per cent. The con- 
tents embraces, besides a master table 


A Library for Banking Students 


Dattas CuaPtTerR, American Institute 
of Banking, has a thriving library, the 
gift, largely, of its members and friends. 

More than 600 volumes of all classifi- 
cations, housed in the chapter’s recep- 
tion room, are available to readers and 
borrowers. The collection started in the 
Fall of 1934 when the chapter officers 
and directors appealed to members and 
sponsors for old books that would help 
promote the organization’s educational 
and social program. The response was 
generous and many books were donated 
to the chapter. 


The duties of librarian are performed 
by the class secretaries of the various 
study groups and also by the officers, 
directors and committee chairmen. In 
addition to books the library provides 
files of current business periodicals. 

“All in all,” says Frank H. Cathey, 
Jr., library chairman, who sends this 
information to BANKING, “our library 
is neither the largest, the finest, nor the 
most complete in the land. There are 
still many gaps to be filled, but the need 
for which it was intended has already 
largely been met.” 


Dallas Chapter’s Library 
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messengers 


Banks with modern mechanized equip- 
ment show below-average operating costs. 
Lamson Pneumatic Tube messenger sys- 
tems, for instance, not only reduce messen- 
ger personnel, not only reduce clerical time 
wasted in walking and talking—but they 
involve NO SOCIAL SECURITY TAX 
and NO COMPENSATION INSURANCE. 

Investigate Lamson Pneumatic Dispatch 
Tubes today. Learn how they will improve 
customer service and speed up paper flow 
10 times faster than by walking messengers. 
They rush memoranda from information to 
bookkeepers .*. . rush questioned checks 
from tellers to bookkeepers . . . collateral to 
and from the vaults . . . debit and credit 
items to the proof cages, transit, clearing 
house or individual bookkeepers. 


Write now for a free copy of 
the Lamson Tube Booklet 1-40 


LAMSON CORPORATION 


SYRACUSE, NEW YORK 


KK 


NASHVILLE 


A KEY CITY IN THE 


CENTRAL SOUTH 
Strategically located in the 
area designated by our 
Government for the location 
of defense manufacturers 
and adjacent to ample sup- 
plies of coal, iron, alumi- 
num, copper, lumber and 
other natural resources, 
Nashville offers a real op- 
portunity for industries serv- 
ing our defense program. 


A key bank in the Central 
South welcoming the oppor- 
tunity to serve all such in- 
dustries— 


“AMERICAN 
NATIONAL 
BANK 


of various rates up to 10 per cent, a 
compound interest table, interest laws, 
digest of business laws, business forms 
and postal rates. 


Size Selection Simplified. Compiled 
and published by W. J. BLacksurn, 
New York City, $12.75. This looseleaf 
book is “a practical guide to the effi- 
cient planning and production of fold- 
ers, booklets and commercial printing,” 
providing a quick method for choosing 
an efficient printing size. There are 
tables of dummy sizes for folders, book- 
lets, forms, cards, blotters, etc. 


Income Management for Women. By 
Louise Ho.uister Scott. Harper & 
Brothers, New York, $3. This book was 
written to help women use money 
wisely and well. Intended primarily as a 
text, it is also directed to the business 
woman and the housewife. There 
are sections on planning expenditures, 
banking, provision for the future, and 
dealings in securities. The author is on 
the staff of Finch Junior College. 


Studies in Federal Taxation: Third 
Series. By RANDOLPH E. Pavt. Harvard 
University Press, Cambridge, Mass., $6. 
Five studies are included in this book 
for lawyers. They are entitled: Reor- 
ganizations, Revocable Trusts and the 
Income Tax, Federal Income Tax Prob- 
lems of Mortgagors and Mortgagees, 
Life Insurance and the Income Tax, and 
The Use and Abuse of Tax Regulations 
in Statutory Construction. About 2,000 
cases and authorities are cited in the 
articles, which also contain some dis- 
cussion of constitutional questions. 
However, the emphasis is on matters of 
more immediate importance to practic- 
ing lawyers. 


Liquidity and Instability. By Court- 
NEY C. Brown. Columbia University 
Press, New York, $3. Dr. Brown terms 
his book “a description of liquidity and 
its place in economic theory.” He ap- 
praises the importance of shifts in de- 
sires for liquidity relative to other 
sources of economic change, discussing 
various elements in business cycles and 
emphasizing the theory of debt and 
money profits as they relate to desires 
for liquidity. There is a chapter on the 
organization of the banking system and 
the money supply, and another on 
banking assets and the money supply. 


American Bank Reporter. Charles 
Steurer Press, New York City, $10. 
This is the 169th volume of a convenient 
manual of essential information about 
banks in the United States and Canada. 


Books of Interest 
to Bank Executives 


The Federal Tax 
Handbook 
By Robert H. Montgomery 


Now Reapr: For the high authority they 
give you, the ease with which you can use 
them, and the og of experience they 
help you employ, there are no other tax 
guides like Montgomery’s manuals. This 
1940-41 manual covers income tax, excess- 
profits taxes, capital stock tax, estate tax, 
and other f taxes. It gives you legal 
and accounting viewpoints combined at 
every step; expert comments and counsel 
on application of each tax; specific recom- 
mendations of procedure to follow; trust- 
worthy of new or doubtful 
provisions. Two Volumes, over 

2200 pages. $17.50 


Auditing 
Theory and Practice 
By Robert H. Montgomery 


A new 6th edition of this famous American 
d. new treatment from 
. It gives an authoritative 
interpretation, in t of differing opinions 
and shifts in emphasis, of all that ousting 
activity, in the last analysis, stands for 
, with special reference to changes and 
di lopments sa the past six years. It is the 
last-word expression, in organized form, of 
what the views good ac- 
counting and auditing practice 
and procedure. $6.00 


Corporation Law 
for Officers and Directors 
By William J. Grange 


Aut the everyday procedures of corporate 
activity. Here is a means of avoiding the 
pitfalls that develop from improper action 
or from overloo requirements; a 
safeguard to your bank against losses 
arising from such causes in companies in 
which it is interested. It will help vou see 
clearly what a corporation and those acting 
for it may and may not do. Includes numer- 
ous forms for transacting corpor- $ 6 00 
ate business. 


Real Estate 
Management 
By H. Robert Mandel 


Covers the most efficient, up-to-date man- 
agement methods which are such an im- 
portant factor in obtaining the best ible 
returns on real estate investments. In com- 
everything fro space, the care 
and maintenance of , super- 
vision of operating perso: i, the pur- 
chasing of supplies, to MO the keeping and the 
final rendition of the accounts. Contains 


many ideas on advertising and 
promotion. $4.00 


Sent for 5-Day Examination 


Wirutn 5 days Foal receipt of the books, 

send remittance ~ Or, if not satis- 

fied, b pay delivery when 

order; same guarantee. ) 
rite Det. 


THE RONALD PRESS COMPANY 
15E.26th St. PUBLISHERS New York 
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This department of BANKING is conducted by our 
Methods and Ideas reporter, John J. McCann 


1941 Budgets 


F THE RESULTs of our sampling survey of bank adver- 
l tising budgets for the new year indicates a general 
trend—then financial advertising is in for a boom. 
Increased appropriations are being spread to all media. 
Newspapers, radio and direct mail will get the lion’s 
share. 

One correspondent sums up the picture: “ Defense 
spending is our go signal! There’s business to be had in 
the industrial loan fields—defense loans and general 
business loans resulting from stimulated activity. 
Increased employment means more and better personal 
loans. Increased money circulation cuts out the jobs 
for our checking and savings departments. And, for the 
trust department, swiftly changing world conditions 
create the biggest selling job of all. Add to this the 
4 variety of other services our bank performs and you 
have a dozen more reasons for the increases in our adver- 
tising and promotion budgets.” 


Christmas Aftermath 


THE $365,000,000 Christmas stocking distributed by 
banks last month goes down in the ledgers as one of the 
best in Christmas Club history. Responsible for a great 
share of this sum, New York mutual savings banks 
have always been considered a gauge for club activity 
and policy. This year, it has been estimated, 10 more 
institutions will discontinue all club dividends. The 
figure is unimportant in itself, but in relation to group 
policy it may be highly significant. 


Dolls in a display in 
the Bank for Sav- 
ings in the City of 
New York. After 
two weeks at the 
bank, the collection, 
numbering 120, was 
distributed on De- 
cember 20 to under- 
privileged children 
designated by char- 
itable agencies. The 
dolls were dressed 
by women employees 
of the bank and 
wives of men em- 


ployees 


METHODS AND IDEAS 


A. J. Gock, president, California Bankers Association and 
vice-chairman of the board, Bank of America, talking to a 
group of Los Angeles high school students who visited the 
bank to see how it operates. Last year 12,000 Los Angeles 
school students participated in 184 of these instructive visits 


Recent analysis shows only 36 banks in the state 
paying club interest. Should the savings bank gauge 
hold true for the rest of the country, the outlook next 
season may be less $ interest, more customer interest. 
Elimination of club dividends has proved that this 
great American custom cannot be discouraged. In fact, 
several commercial banks have reported a service charge 
of 50 cents per enrolment. 


. Airline Credit Travel 


PASSENGER TRANSPORTATION tickets on the nation’s 
airlines will be sold on the instalment plan beginning 
this month under the same credit arrangement which 
the Travelers Credit Corporation and a group of banks 
are sponsoring for railroad trips costing $50 or more. 
The passenger’s signature will be the only collateral 
required. The paper will be discounted through local 
banks at standard interest rates. It is expected that 
airline national advertising during the year will feature 
this new convenience in travel. 


Save for Victory 


WHAT HAPPENS to bank advertising under war condi- 
tions is dramatically illustrated by a new series for The 
Royal Bank of Canada. Themed to the slogan—Save 
for Victory—ads feature action sketches of the RAF, the 
Royal Navy, Tommies in training, with compelling 
factual copy outlining Canada’s great war effort in 
behalf of the Empire. 

The appeal is addressed to the average Canadian who 
cannot comprehend the seriousness of events in Europe 
and Africa and how they affect him. The ads are frankly 
styled to create “war spirit”. And to this end thrift 
has been set forth as a first objective for every citizen. 
(CONTINUED ON PAGE 56) 
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GLAD TO MAIL YOU 
THIS BOOKLET 


Nation-wide Field Warehousing Service. Regional Service Offices at: 


Chicago, Ill. 
Suite 1101 
100 W. Monroe St. 


Memphis, Tenn. 
Porter Bidg. 


New Orleans, La. 
118 N, Front St. 


Cleveland, Ohio 
Union Commerce Bidg. 


Springfield, Mo. 
Holland Bidg. 
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to MORE 


Good Loans 
on 
Inventory 


FIELD 
WAREHOUSING 


by DOUGIAS 
GUARDIAN 


You may ask ‘How do we go about GEARING IN?” First of all ‘‘talk it over’ with a Douglas-Guardian 


man. He'll come to you in a spirit of service . 


. . to tell you how other banks have found attractive new 


loan opportunities through inventory financing. He'll suggest how to check over your /ocal companies to 
locate logical prospects. Show you how preferred prospects can be located among fast growing concerns, 
medium size companies wishing to enjoy the money savings of ample cash, etc. 


18 YEARS OF EXPERIENCE 


We do business with hundreds of the country’s finest banks. Through our 15 conveniently located offices 
we render a nation-wide service. We go anywhere for business. Use the coupon, please, to get our FREE 
booklet for your files — or advise it's o.k. for the Douglas-Guardian man to call. 


Douglas-Guardian Warehouse Corporation 


New York, N. Y. 
50 Broad St. 


Easton, Md. 
428 South St. 


Los Angeles, Cal. 


Garfield Bidg. 


Rochester, N. Y. 
Commerce Bidg. 


Springfield, Mass. 
76 Sunapee St. 


Portland, Ore. 


U. S. Nat'l Bank Bidg. 


Dallas, Tex. 


Tower Petroleum Bidg. 


Atlanta, Ga. 
Hurt Bids. 


Tampa, Fla. 
416 Tampa St. 


San Francisco, Cal. 
485 California St. 


CALL IN THE DOUGLAS-GUARDIAN MAN 
== DOUGLAS-GUARDIAN WAREHOUSE CORP." === 
Suite 1101 — 100 W. Monroe Street, Chicago, Ill. 


© Send us your booklet, “Financing the 
Modern Way.” 


0 Tell your “Douglas-Guardian Man” to 
call when in our neighborhood, with 
understanding that such call entails no 
obligation. 
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Accounting by 
photography 


Sorting and listing 


transit checks 


Listing checks for 
clearinghouse 


Sorting and listing 
for commercial 
books 


Prizes 
WARNE 
METHODS—Continued ern equipment and departmentalized services at his the che 
command. Approximately 30,000 attended the party. Defen 
Each ad pleads: “Thrift is a national necessity. Money, 
no less * men and machines, is a renee factor in Small Loans om 
this war.” BANK OF MontTREAL, Canada, continues its consistent the ba 
po small loan campaign under the theme “A bank where Sampl 
ny small accounts are welcome”’. Terms are clear, fair and heen a 
A GIANT BIRTHDAY CAKE burning 75 electric candles _low: $3.65 for each $100, repayable in 12 equal monthly tion 
greeted the thousands of visitors attending the State- _ instalments. There are no other charges or service fees. to the 
Planters Bank and Trust Co. (Richmond) celebration § The campaign continues under existing national emer- This s 
last month. Atop the cake were two figures representing § gency conditions to meet the demands of individuals. strong 
“Time” and “Youth”. Surrounding the cake were 
display cases containing old and interesting documents Contest Check 
dating back to the bank’s founding. Checks signed by HERE’s A GOOD THOUGHT for enlivening employee crn 
famous Americans, War dispatches between Generals group meetings: At a recent bi-monthly gathering of the vacti 
Lee and Jackson, currency and other items were dis- | Marquette-Alger (Michigan) Bank Federation, em- se 
played. Bank ledgers of 1865 vintage, the tall stooled _ ployees of the eight member banks participated in an being 
bookkeeping desk and other curious relics completed the | adding machine contest. Each contestant was required check 
exhibit. In contrast, the visitor was aware of the mod- _ to add the amounts written on 150 sample checks and Union 
is tha 
but if 
Stills from a Cleveland Trust Company film woven around has been shown to a number of civic organizations and to a to be 
the bank’s distributing department. Its aim is to show behind- group of high school principals. Such films have considerable Ame 
the-scenes work in the process of collecting checks. The film value in vocational training, also 
SE. 
a sug 
Dime 
Bank 
Proving and own | 
listing checks salon 
conte 
thror 
Sorting checks at } men’ 
analysis table } prov 
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arrive at the correct total in the shortest possible time. 
Prizes were awarded to the three first winners, with JoHN 
Warner, First National Bank & Trust Company, declared 
the champion. 


Defense Displays 


A GROUP OF STRIKING DISPLAYS is being created by The 


| Merchants Bank of New York, to illustrate the extent of 


the bank’s activity in financing national defense loans. 
Sample products, photographs and other materials have 
been assembled from all customers holding defense contracts. 
These are appropriately arranged in groups, with full credit 
to the manufacturer, as window displays and lobby units. 
This seems to be a highly effective tie-up with one of the 
strongest talking points on public relations today. 


Check Stickers 


CITIZENS BANK, Titusville, Florida, has developed a 
practical earmark for checks deposited, drawn on out-of-town 
banks. A colorful sticker is attached to all such items before 
being presented for collection. Sticker copy reads: “If this 
check is not paid for any reason, telegraph us by Western 
Union collect.” The reasoning behind this clever little device 
is that if the check is good, it doesn’t cost the bank a cent, 
but if it is ready to bounce, the bank and its customers want 
to be notified immediately. 


Amateur Cinema 


SEARCHING AROUND for a new club activity? Then there is 
a suggestion in one of the most interesting features of the 
Dime Club, employee organization of the Dime Savings 
Bank, Brooklyn. The lens clicking division, which boasts its 
own dark room in the bank’s cellar, has not only staged lobby 
salon exhibits for depositors, created an annual picture prize 
contest, but also features its movies at general club meetings 
throughout the year. Films of summer vacations, docu- 
mentary pictures on industry, various hobby and what-not 
provide a continual source of entertainment for the entire 
membership. 


Map 


Union Dime Savincs Bank, New York, made an oppor- 
tune gesture last month by issuing a revised map of the New 
York subway system as changed by the opening of the 
Sixth Avenue line. 


Happy birthday in Richmond (see page 56) 
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EXPERIENCE 


in trust advertising 


SuccEssFUL experience should guide the 
planning and preparation of your trust ad- 
vertising. Knowledge of fiduciary proced- 
ure should protect against misstatements. 
Knowledge of advertising, of “selling” 
principles that have been tested and 
proved effective, should make your adver- 
tising interesting, understandable, con- 
vincing. 

“The best copy that can be produced by 
advertising genius is needed for this job.” 
(Excerpt from an experienced trust com- 
pany official’s address before a recent 
trust conference.) 


Only once has someone said of Purse 
trust advertising, “Jt bears the mark of 
genius.” But many trust officers will tell 
you that it is the most productive adver- 
tising they have ever used. 


The Purse Company will apply to 
your problems of developing trust business 
a broad experience gained in many years 
of successful service to hundreds of trust 
institutions, large and small. And now, 
with people more than ever interested in 
conserving their estates, is the time for 
you to use Purse service. Write today for 
information. 


The Purse Company 


CHATTANOOGA, TENNESSEE 
Established 1898 


Headquarters for Trust Advertising 


BOSTON NEW YORK 
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The map shows the three city-owned 
systems in color, as well as independently 
operated systems with their network of 
express and local stations and inter- 
secting routes. Focal center of the map 
is a picture of the institution, located 
on Sixth Avenue and immediately ac- 
cessible to the new line. The map serves 
as a valuable guide and has not a little 
virtue as an advertising medium. 


Inspired Homes 


“Do THE BEST YOU CAN with what 
you have”’, is the slogan which inspired 
306 Lee County (Arkansas) homeowners 
to participate in an annual home beauti- 


fication contest sponsored by the First 
National Bank at Marianna. For the 
past four years awards totaling $1,000 
have been made to residents who have 
shown cleverness in their repairs, paint- 
ing, lawn improvement and shrubbery 
arrangements. 

There are usually 12 winners in four 
classes—white and negro owners and 
white and negro tenants. The contest 
has been responsible for a greater con- 
sciousness on the part of both owner 
and tenant in the value of property 
upkeep. The movement is warmly sup- 
ported by local citizens and has been 
widely publicized by the local press. It 
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is sponsored by the bank as a public. 
spirited enterprise and has no connec. 
tion whatever with bank loans. 


Pension Plan 


THE NATIONAL City BANK of New 
York considers a new employee pension 
plan. In general the new program pro- 
vides retirement allowances for eligible 
employees in the form of pensions for 
services prior to April, 1941, and in the 
form of insured annuities, to be pur- 
chased on a contributory basis for 
services after that date. The contribu- 
tions are to be based on a percentage 
scale in four salary classifications. The 
rates conform to provisions of the 
amended Federal Security Act. Under 
the plan an employee may elect to retire 
any time after his sixtieth birthday, and 
for services abroad, at his fiftieth birth- 
day. It is expected that the City Bank 
Farmers Trust Co. will adopt a similar 
retirement program. 


Human Advertising 


WHEN THE NEW YORK STOCK EX- 
CHANGE eased its rulings restricting the 
advertising of member firms, the E. A. 
Pierce & Cassatt firm launched a unique 
merchandising campaign which has 
netted 7,356 new accounts. It tells the 
public of the many services at its com- 
mand for its profit and for the invest- 
ment of its funds. Far from being tech- 
nical and mysterious, it tells what one 
may get in the way of service and for 
reading interest it is keyed to timely 
subjects and appeals. 


Speaking of community surveys, below is 
a book of advertisements published by the 
American National Bank of Nashville. 
The ads picture scenes and industries in 
towns within the bank’s trade area, and 
emphasize the importance of sound banking 
in community development 
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A Bank’s Right-Hand Men 


(CONTINUED FROM PAGE 25) 


the city at any price. Building is pro- 
ceeding at a feverish pace. Merchants 
are turning over their stocks at a rate 
they have never known. The boom is on. 

This city provides but one example 
of what is happening, or soon will be 
happening, in cities all over the coun- 
try. Therein lies the bank director’s 
opportunity to be of lasting service to 
his community. 

For danger lurks within the oppor- 
tunity. The upswing will not last for- 
ever, and the boom town, skyrocketing 
recklessly with temporary activity, may 
easily become a ghost town. While the 
director must do everything in his 
power to help not only all defense in- 
dustries, but every other activity con- 
tributory to defense, it is also his 
patriotic obligation to see that any 
immediate social and economic gains be 
not lost. He must build against the time 
of readjustment that is certain to come. 

In the small city just mentioned, the 
bank directors are taking, as best they 
can, the long-range view. They want 
the city to have all the immediate 
business it can get, but they are also 
taking the future into consideration. So 
far as they are able, they are giving 
preferences to new companies which can 
use home-town labor rather than labor 
that must be imported. In one case, 
where two companies were negotiating 
for a vacant factory building, they 
threw the weight of their influence to 
the one whose facilities could be 
adapted the more readily to peacetime 
products. 

They are scrutinizing with especial 
care the financing of instalment pur- 
chases. They are financing considerable 
housing and other construction, but 
they are endeavoring to direct it, not 
only geographically but as to type, so 
that it will answer both present and 
future needs. They are planning to keep 
a constant scrutiny over all loans, of 
whatever nature, so that any danger of 
default can be foreseen; this will be done 
by keeping in close touch with indus- 
trial trends which may affect the bor- 
rowers’ prospects. 

All of this conservatism might make 
it seem that the directors of that par- 
ticular bank were applying a brake to 
community activity in aid of national 
defense. Such is not the fact. They 
want their town to get all the business 
it can. Indeed, several of the new indus- 
tries have been brought to the town 
only because of their efforts. They de- 
sire their bank to stay in business in a 
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community that is prosperous, and so 
they want to be sure that such growth 
as there is shall be stable. 

It is a time-honored axiom that a 
bank directorate should comprise repre- 
sentative business leaders of the com- 
munity. The word representative is im- 
portant. The interests of the members 
should be akin to the interests of the 
residents of the community. Thus, in a 
farming area, the bank’s board should 
have at least one farmer; in a small city 


50 years. 


CENTRAL 
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it should have a merchant; in an indus- 
trial town it should include a manu- 
facturer. 

So it is with any activity important 
in the life of a particular community 
and affected by the defense program. 
The directors—or some of them—must 
know it thoroughly, must discern in 
which direction it is headed, must see 
that, through the bank, its full possi- 
bilities are realized, and must foster a 
growth that is lasting. 

It is not too much to say that the 
present and future welfare of the com- 
munity depend upon the course bank 
directors take now. 
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of Central Hanover for more than 


Such relationships must be satisfac- 
tory, or they would not have endured 
for over half a century. 


HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Heard Along MAIN STREET 


This material is compiled for BANKING 
by Albert Journeay 


ture of the First National Bank in 
Palm Beach, Florida, in the Jan- 
uary issue. Staff researchers and writers 
have been at the job since last October. 
The bank was chosen, it appears, for 
its glamorous merchandising and bank 
service packaging methods which, under 
the direction of President WiLrEy R. 
REYNOLDS, built deposits from $2,598,- 
000 to $13,513,000 in the past five 
years, and held operating costs to the 
lowest in its Federal Reserve District. 
Fortune’s cameramen showed particular 
interest in the palm-banked lobby, 
pretty women tellers, and other unusual 
features. Aggressive merchandising and 
sound credit, concludes the article, has 
made the bank one of the most profit- 
able in the country per dollar of capi- 
tal, despite the limits of one season 
business in a Winter resort community. 


Pitse of carries a full length pic- 


* 


THE KANABEC STATE BANK, Mora, 
Minnesota, of which FRANK P. PowErRS 
is president, gave its annual stock- 
holders’ party recently. Present were 
the shareholders, the bank’s staff and 
specially invited guests, including repre- 
sentatives of correspondent banks and 
insurance companies. 

Entertainment followed the dinner. 
There were speakers, too, among them 
GEORGE C. JONES, state rural credit 
conservator; Minnesota’s banking com- 
missioner, F. A. AMUNDSON; and R. O. 
BisHOP, regional supervising examiner 
of the FDIC. 


Milwaukee’s Marshall & Ilsley Bank held open house recently in honor of 18 employees 

having served the bank for more than 25 years. To each, President Albert S. Puelicher 

presented a diamond studded gold emblem. Above, left to right, Mr. Puelicher, Miss B. L. 

Hambright, R. C. Graves, and C. F. Isley, board chairman. Photograph of the late 
John H. Puelicher appears in the background 


AT AN INFORMAL dinner meeting of 
the officers, executive committee and 
guests of the trust company section of 
the Pennsylvania Bankers Association 
held recently at Harrisburg, Cart W. 
FENNINGER, vice-president of the Prov- 
ident Trust Company of Philadelphia, 
and President of the A.B.A. Trust 
Division, was guest of honor. 

Mr. FENNINGER has been most ac- 
tive and interested in the work of the 
P.B.A. trust company section for 
many years, serving on its important 
committees, advancing to the chair- 
manship of the section, and then to the 
presidency of the Pennsylvania Bank- 
ers Association. His many friends took 
this occasion to present to him a set of 
Wedgwood plates of the University of 
Pennsylvania Bicentennial design. 


Winthrop W. AIl- 
drich, chairman of 
the Chase National 
Bank, New York, 
left, receiving the 
1940 Saint Nicholas 
Society medal of 
merit for his “deep 
interest in the city 
and humanity” from 
William Warner 
Hoppin, president, 
right, at the 106th 
anniversary dinner 
of the Society 


Maysville, Kentucky, thinks so much 
of James N. Kenokr, president of the 
Bank of Maysville, that it has named a 
big public improvement after him. 

Governor JOHNSON dedicated Kehoe 
Viaduct on October 25, which was de- 
clared a town holiday for the occasion. 
Kentucky’s chief executive unveiled a 
bronze plaque, bearing Mr. KEHOoE’s 
likeness and an inscription, set in a rock 
at one end of the viaduct which joins 
East and West Maysville. The plaque 
reads: 

Kehoe Viaduct 
Named by the grateful citizens of 
Maysville 
for their eminent fellow townsman 
Honorable James N. KEHOE 
in praise and appreciation of his un- 
tiring, unselfish and successful efforts 
in accomplishment of this and other 
valuable and beneficial public im- 
provements. 


* 


T. O. Hammonp, president of the 
First National Bank & Trust Co. of 
Helena, Montana, holds the decoration 
“Order of Olav” from King Haakon 
VII of Norway. The simple silver 
medallion was in recognition of the re- 
ception given by Helena to Crown 
Prince Olav and Princess Martha of 
Norway who visited the United States 
in the Spring of 1939. 

Mr. Hammonp and Marr Srarr, 
secretary of the Helena Chamber of 
Commerce, who was similarly dec- 

(CONTINUED ON PAGE 62) 
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How to Get 
Practical Solutions 
to Bank Problems 


For better solutions to common bank problems, 
bank executives today are turning to the 
Mimeograph duplicator. 


This great business machine provides prac- 
tical, economical ways to better bank perform- 
ance. Here are some typical examples: 


Increasing internal efficiency by making su- 
pervision easier, contributing to superior per- 
formance records by supplying copies of daily 
operating report of every department to every 
executive. In fact, everything from instructions 
and reports to permanent records can be pro- 
duced with Mimeograph equipment —and con- 
fidential material need not leave the bank 
premises. 


Saving money without reducing efficiency, in 
the low-cost production of forms and records. 
Mimeograph equipment actually earns money 
for banks in the savings secured—and in help- 
ing increase the sale of bank services to the pub- 
lic with attractive, inexpensive promotional 
materials. 


Find out what the Mimeograph duplicator 
is accomplishing for leading banks. The 
Mimeograph distributor in your locality can 


give you details. Call him—or write A. B. Dick y_A 
Company, Chicago. 


= Now working with 
banks throughout 
the country on im- 


FRE F portant bank prob- 
« Bank problesis and some practical solu- lems are the new streamlined 


tions—in an unusual new portfolio. Clip and mail Mimeograph duplicators. One of 


the coupon today for your free copy of Profits and the complete family is the Model 
Savings for Banks. 92 shown here. 


A. B. DICK COMPANY, Dept. O-141 


720 W. Jackson Blvd., Chicago, Ill. 
Send me a free copy of Profits and Savings 
for Banks. 
Name 
Organization 


MIMEOGRAPH IS THE TRADE MARK OF A. B. DICK COMPANY 
CHICAGO. REGISTERED IN THE U. S. PATENT OFFICE 
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(CONTINUED FROM PAGE 60) 
orated, were instrumental in arranging 
the visit of the royal couple to the state. 


that the Norwegian population of 
Montana bought for the prince and 
princess a silver mounted riding outfit 
which was presented to them when 
they came to Helena. 

In the Summer of 1939 Mr. and Mrs. 
HAMMOND were received by Prince 
Olav at the Oslo palace. 

* 

Francis P. McGinty, president, 
First Bank & Trust Co. Utica, New 
York, won the main event at the tour- 


It was through Mr. HAmMMonp’s efforts 


nament of the Utica Archers’ Club held 
recently at the Utica Country Day 
School. Mr. McGinty ranks among the 
top-notchers in the East in this ancient 
sport. 

* 


Miss Emma E. Ctaus, president of 
the Association of Bank Women, who is 
secretary-treasurer, trust officer, and a 
director of the Bankers Trust Com- 
pany, Gary, Indiana, has been a mem- 
ber of the A.B.W. since 1923, and has 
served on numerous standing commit- 
tees. For two years she was regional 
vice-president and for the past two 
years was national vice-president. 


| 
| 
| 


By keeping constantly in touch with all | 
important developments in Michigan business 
and industry, we are enabled to provide banks 
and bankers throughout the country with an ex- 


tremely broad and helpful correspondent service. 


* 


NATIONAL BANK OF DETROIT 


Complete Banking and Trust Service 


DETROIT, MICHIGAN 


Fulton Correspon dent Service 


FULTON ,NATIONAL 


ATLANTA ( Rank GEORGIA 


Miss Craus’ hobbies are travel and 
taking moving pictures. In 1936 she 
started an A.B.W. film at the national] 
convention. Each year the film has been 
added to and its annual showing is one 
of the highlights of the convention. 

Gardening and the maintenance of 
her attractive home in the picturesque 
Indiana sand dunes are other hobbies 
which she enjoys. 


* 


First Lieutenant A. JACKSON BEALL 
left his cashier’s job at the Citizens 
and Southern National Bank, Augusta, 
Georgia, recently for active service with 
the Marine Corps in which he holds a 
reserve commission. 

Lieutenant BEALL, who has a leave 
of absence from the bank, is 35 and one 
of the youngest cashiers ever elected 
by a large Augusta bank. He joined 
the Citizens and Southern family in 


Lt. Beall 


(BANKING reminds its readers that it 
wants to hear about the bankers who 
go into active military or naval service. 
If someone in your bank has “joined” 
or is joining, please send us the facts 
and, if possible, a picture.) 


* 


ROBERT WINCHESTER, of Chase Na- 
tional Bank’s commercial department, 
spends his “hobby time” ruling a 
strong thriving colony of about 75,000 
bees and two more recently organized 
colonies. He first undertook bee-keeping 
when seeking a hobby that could be 
pursued out-of-doors on a_ limited 
amount of ground. Handy with tools, 
Mr. WINCHESTER constructs new bee- 
hives and mends the old ones in a 
well-equipped work-shop in his garage. 
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Male Chorus of The Dime Savings Bank, Brooklyn. (See story below) 


ONE OF GREATER New York’s most 
popular musical organizations is the 
male chorus of The Dime Savings Bank 
of Brooklyn. The chorus, started in 
1933 as a quartet, grew into a double 
quartet and then to the present mem- 
bership of 16. 

It is composed of employees of the 
bank and gives its services free of 
charge to church, civic and fraternal 
organizations, for benefit performances. 
Requests for concerts are numerous. 
Time permits members to accept but 
16 performances a season. 

On the day before Christmas the 
chorus sings carols from inside the 
bank’s dome, while hundreds of de- 
positors linger to listen. The bank’s 
president, Pitre A. BENSON, former 
A.B.A. President, gives a short address 
during a pause in the singing. The en- 
tire program is broadcast. 


* 


EUGENE G. BLACKForRD, president, 
Greenwich (Connecticut) Trust Com- 
pany, has an impressive list of titles. 
He is, for instance, president of the 
Connecticut Bankers Association, and 
Connecticut’s vice-president of the 
American Bankers Association. He is 


Edith Smith, below, a teller in the National 

Bank of South Dakota, Huron, won the 

title recently of “Pheasant Queen of 
South Dakota” 
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a director of the Greenwich Hospital 
Association, president of the Men’s 
Club of the Second Congregational 
Church, on the executive committee of 
the Chamber of Commerce, chairman 


of the Salvation Army Committee and 
a member of the Council of Boy Scouts. 
In addition, he takes an active part in 
many local philanthropies. 

Mr. BLACKFORD has a background of 
banking experience dating from 1902, 
when he was with the Peoples Trust 
Company of Brooklyn; subsequently he 
was with the Federal Reserve Bank of 
New York, cashier of the First Foreign 
Banking Association, assistant vice- 
president of The Bank of the Man- 
hattan Company, and assistant secre- 
tary of the Brooklyn Trust Company. 

He is known as the co-author of Wills, 
Executors and Trustees. 


CONSIDER Gatdnex BANK DISPLAY SERVICE 


THE SUREST, EASIEST, MOST RESULTFUL 


Bankers say... 


“The Finest Display Service We Have Ever Had e 


Solid woods, electric motors, skilled 
cabinet-making, fine art work, hand- 
lettered "sales" messages make this 
itinerant display service ATTRACTIVE, 
DRAMATIC and EFFECTIVE. 

DRAMATIZE YOUR BANK'S SERVICES 

GET NEW BUSINESS FOR YOUR BANK 


USE GARDNER DISPLAYS IN YOUR 
BANK WINDOWS OR LOBBY 


Write for free descriptive booklet — 


SMARTNESS 


For Modern 
Entrances 


Doors That 
Open Themselves! 


Stanley Magic Doors add style, smart- 
ness and convenience to any entrance. 
Silently, automatically, they open as 
you approach-—close when you pass 
through. No unsightly mechanism to 
spoil attractive exteriors — smooth, trou- 
ble-free operation under all conditions. 


At entrances Stanley Magic Doors re- 
lieve congestion - reduce heating and 
air conditioning costs. 


Stanley Magic Door equipment can be 
installed right on your present doors. 
Write today for folder giving complete 
details! The Stanley Works, Magic Door 


Division, 191 Lake Street, STANLEY 


New Britain, Connecticut. 


GARDNER BANK DISPLAY SERVICE, 477 MELWOOD STREET, PITTSBURGH, PA. 


STANLEY 
MAGIC DOORS 


Require No Hand To Open 
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\f HAT are the advantages of the unit system 
of banking over other systems? 


ANY NATIONAL SYSTEM of branch bank- 
ing must inevitably lead to the control 
of the country’s finances being concen- 
trated in the hands of a few people. 
These people would inevitably be cen- 
tered in New York and Chicago. This 
country is too large and its interests too 
diversified to enable the satisfactory 
operation of such a system—the ex- 
ponents of branch banking to the con- 
trary notwithstanding. These exponents 
point to Canada and say that “here is a 
country which is larger than the United 
States and is successfully operating 
under branch banks.” Their argument, 
however, defeats itself. Canada is just 
as old and is more wealthy in natural 
resources, yet is not to be compared 
with this country in development. 

The principal reason for this is that, 
in the United States, local bankers not 
only understand the problems of their 
own communities but they are them- 
selves interested in the growth of those 
communities. Branch bank managers, 
on the other hand, since they never 
know how long they will remain in any 
one place, are more interested in pleas- 
ing some absentee owners in order to 
obtain advancement. Much as “rugged 
individualism” has been decried during 
the last decade it, nevertheless, was the 
one thing that has made this country 
great. No country is greater than the 
individuals who compose its citizenship. 
“Absentee landlordism” is no better in 
the banking field than it is in the 
agricultural. 


_ banks are taking over the financing 
of automobiles, household appliances, etc., 
would it not be good banking to extend this 
financing to the buying of the open accounts 
of mercantile houses? 

FACTORING in this country is as old, if 
not older, than banking. While it is true 
that it has heretofore been chiefly con- 
cerned with textile mills, there is no 
reason whatever that it should not be 
extended to include all business. If the 
proverb of “every man to his own last” 
were followed in business, the manufac- 
turers would produce and business 
would market their products, and banks 
would act as the credit and collection 
departments for both. As it is, there is 
almost as much carried on open ac- 
counts by the business of the country 
as there is in bank deposits. Another 
point to be considered in this connec- 
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ASK BANKING 


BANKING invites its readers to submit 
questions and problems of general interest 
relating to bank methods and operations 
to this department. Depending on space 
limitations, answers will be given by 
E. S. WooLLey who conducts the depart- 
ment, and other authorities of BANKING. 


tion is that banks are, in the aggregate, 
financing the same merchandise two 
and a half times or so. Bank “A” lends 
to the manufacturer, looking principally 
to the receivables and inventory to 
liquidate the loan at maturity. Bank 
“B” lends to the wholesaler and like- 
wise looks at his receivables and inven- 
tory. Bank “‘C” does the same with the 
retailer. Yet it is all the same merchan- 
dise which originally left the manufac- 
turer. If banks had the entire control 
of credit, consumer financing would 
soon be about the only form of financ- 
ing, and the finances of the country 
would be in sounder shape, as the banks 
would be lending on the merchandise 
but once. 


I the rate charged to members of the Fed- 
eral Deposit Insurance Corporation based 
on the number of accounts or the dollars on 
deposit? 

It Is BASED on the total dollars on de- 
posit after making certain adjustments, 
such as for amounts in process of collec- 
tion. It is true that, as deposits are 
insured only up to $5,000, this basis 
means that premiums are paid on 
amounts which are not insured. The 
reasoning behind this is that the larger 
banks can afford to pay a greater pro- 
portionate share than the smaller banks. 
However, the ratio of fully insured ac- 
counts to total accounts is about the 
same in both large and small banks even 
though the ratio of insured deposits to 
total deposits decreases rapidly as the 
size of the banks increase. The following 
table is abstracted from a report of the 
Federal Deposit Insurance Corporation. 


AMOUNT OF 
TOTAL DEPOSITS 


PERCENTAGE OF 
INSURED TO TOTAL 
Accounts Deposits 


$100,000 or less........... 99.8% 95% 
$100,000-$250,000........ 99.6 91 
$250,000-$500,000........ 99.4 87 
$500,000-$1,000,000....... 99.2 84 
$1,000,000-$2,000,000..... 99.0 79 
$2,000,000-$5,000,000..... 98.8 74 
$5,000,000-$10,000,000..... 98.5 66 
$10,000,000-$50,000,000.... 98.1 50 
More than $50,000,000..... 97.1 26 


\f HAT is the best method for handling stop 
payment orders on checks? 


IN THE FIRST place, no telephone orders 
should be accepted except on the 
most temporary basis pending arrival 
of the depositor to sign the order. This 
order should release the bank from any 
obligation other than to use due care 
and diligence. Furthermore, it should 
be for a limited time only, say 30 days, 
after which time a new order would be 
required for the stop payment to remain 
in effect. 

Such a rule, together with a charge 
for those not rescinded within 30 days, 
keeps the number of unnecessary stop 
payment orders at a minimum. 

A small form designed to slip over the 
ledger sheet can be used to flag the at- 
tention of the bookkeeper. These slip- 
over forms should, preferably, be printed 
on a red background. A list of the stop 
order checks should be given to the 
tellers. 

Depositors should be discouraged 
from writing checks and then issuing 
stop orders merely because they have 
changed their minds. About the only 
legitimate reason for a stop order is 
the loss of the item. 


ie connection with a research project I am 
undertaking I find that bank deposits have 
always been greatly in excess of loans. Why 
should this be so? 


LOANS ARE USUALLY MADE for a specific 
time — 90 days, six months or even 
longer. 

Payment, therefore, cannot be de- 
manded until the loans fall due. Bank 
deposits, on the other hand, are subject 
to withdrawal at any time. In order to 
meet those demands it is apparent that 
banks cannot invest all of their deposits, 
or even too large a proportion, in term 
loans. 

The proportion that can be so in- 
vested will vary with the kind and class 
of deposits of the individual banks. In 
general, however, if a bank has 50 per 
cent, of its deposits lent locally and car- 
ries the other 50 per cent in cash and 
immediately convertible assets, usually 
called liquidity, it can be considered as 
satisfactory from both the lending and 
liquidity angles. The required liquidity 
will change with conditions. During 
deflationary periods banks need a much 
greater degree of liquidity than during 
normal times. 
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The Cost of HALF-WAY 
RECORD PROTECTION 


You pay two’ unnecessary costs 
when you house valuable, ir- 
replaceable bank records, such 
as commercial account ledgers, 
in unprotected ledger trays. First, 
there is much wasted time and 
energy carting the records to 
and from the security of vaults. 
Second, you waste the vault 
space allotted for those records 


during out-of-vault periods. 


Safe-Ledger Trays eliminate the costs of half-way protection . . . add 


immeasurably to expected posting speeds and effi- 
ciency .. . and supply clock-around protection right at the “point of use” for your 


ledgers. Imagine! Clerical time saved, vault space saved, and “point of use” day and 
night fire protection. 


Fire strikes 41% of the time during business hours. With lives at stake employees can’t 
remember your records. Assure their safety, day and night, with “point of use’ fire- 
insulated Safe-Ledger Trays. Write for free catalog. 


BANK DEPARTMENT ¢ REMINGTON RAND INC. ¢ BUFFALO, N. Y. 


ONLY Rand NOISELESS, STANDARD, PORTABLE TYPEWRITERS... ADDING, CALCULATING, BOOKKEEPING, PUNCHED-CARD ACCOUNTING MACHINES ... KARDEX VISIBLE 
Remington RAMEE SYSTEMS, RECORD PROTECTION, FILING METHODS AND EQUIPMENT, LOOSE-LEAF DEVICES ... PHOTOGRAPHIC RECORDS EQUIPMENT... AND OTHER 
AUTEACTITGT TEE PRECISION PRODUCTS INCLUDING THE FAMOUS REMINGTON RAND DUAL CLOSE-SHAVER — DEALERS, SALES AND SERVICE OFFICES IN 517 CITIES 


January 1941 65 


VA — YOU WOULDN'T TURN YOUR BURGLARY ALARM 
DURING 
sus'nours | $0, Why Be Content With Only | 
HALF-WAY RECORD PROTECTION! 
ff 


TRUST COMPANY — 


‘Service — Maintaining an 
‘intimate, personalized corre 


assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Peliey —To cooperate with 

~ out-of-town banks rather than 
compete for business which 

rightfully theirs. 


MEMBER 
NEW YORK CLEARING HOUSE ASSOCIATION - 
FEDERAL DEPOSIT INSURANCE CORPORATION 


LIQUIDATE YOUR JEWELRY 


We will buy any jewelry you may have on col- 
lateral, or as executors of estates etc., regardless of 
the amount involved. 

If immediate action is desired, send your mer- 
chandise to our bank, The Pilgrim Trust Co., 
Boston, Mass. (Attn: Collection Dept.) and our 
cash offer will be wired to you. If offer is unsatis- 
factory, goods will be returned immediately by our 


bank. Full insurance coverage on all shipments. 
If you wish our representative to contact you 
Ss or desire further details, please write or 
ire us. 


18 Province St. 
Boston, Mass. 


GORDON BROTHER 


~ 


Well informed bank directors are 
pillars of strength. Write today 
for information on BANKING’s group 
subscription plan for your board. 
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Canada’s Foreign Exchange Control 


Ottawa 

OVERNMENTAL control of foreign 
G exchange in Canada, instituted as 
a war measure in September 1939, con- 
tinues to be exacting; Canadians are 
now reconciled to the fact that the 
Foreign Exchange Control Board will 
not permit the export of money to the 
United States for pleasure travel. 
Funds diverted from border resorts as a 
result of this ban are being spent in 
war purchases, reported to be in in- 
creasing figures. 

Because of the urgent need for con- 
serving U. S. dollars to buy war mate- 
rials, sales of foreign exchange for 
pleasure travel have been severely re- 
stricted. Canadians, however, who have 
regularly spent the Winter months in 
the southern states may continue to do 
so, provided a budget covering their 
expenses is first approved by the 
Control Board in Ottawa. 


DOLLAR PREMIUMS 


THE official premiums in Canada for 
U. S. dollars have remained constant 
at 10 per cent buying and 11 per cent 
selling. These rates should not be con- 
fused with the “free” rate in this 
country, which has fluctuated from 12 
per cent to 22 per cent discount. This 
latter rate is simply the price at which 
one non-resident will trade his Canadian 
dollar balances to another non-resident. 
It is now illegal for Canadians to send 
capital out of the country without the 
prior approval of the Control Board. 
A Canadian dollar check authorized 
for export to the United States must 
bear an enfacement stating either (1) 
that authorized dealers in Canada (any 
branch of a chartered bank) may con- 
vert it into American funds at the con- 
trolled rate, in which case the check 
may be sent to a Canadian bank with 
a request for settlement in U. S. funds; 
or (2) that the check is not eligible for 
conversion in Canada, in which case 
the item must be deposited in a 
Canadian dollar bank account. Checks 
without any such enfacement should 
be handled on a collection basis only. 
Checks issued by the Dominion Gov- 
ernment are automatically convertible 
at the controlled rate if the payee was 
resident in the United States on and 
before September 15, 1939, unless the 
check bears a notation to the contrary. 
Americans, including banks, who 
maintain Canadian bank accounts, may 
deposit and withdraw without restric- 


tion, but conversion of such balances 
may be made only outside of Canada. 
Securities owned by residents of the 
United States may be withdrawn from 
Canada for sale in the open market. 

Residents of this country who have 
investments in Canada may obtain 
U. S. dollars at the controlled rate for 
all classes of current income arising in 
the Dominion. As a convenience the 
Control Board allows American resi- 
dents to open “non-resident income” 
accounts, in which Canadian dollar in- 
come, such as rents, dividends, interest 
payments, pensions and so forth may 
accumulate pending conversion at the 
owner’s option. There is at present no 
restriction against conversion of such 
balances at the controlled rate. 

The Board’s rulings are subject to 
change and it is suggested that banks 
write to their Canadian correspondent, 
or direct to the Foreign Exchange 
Control Board, Ottawa, for clarifica- 
tion of points about which they may be 
in doubt. 

E. J. PuLToN 
Bank of Montreal 
Ottawa, Ontario 


One of a series of defense advertisements of 


the Royal Bank of Canada. (See page 54) 


This is a fight to the finish. No room for half measures. No 
room for delay. This is urgent... pressing...vital. This is WAR. 

So Canada closes her ranks..... 167,000 men in the Canadian 
Active Service Force; 240,000 recruits to be trained during the 
next twelve months; an army of 500,000 by next summer..... 

This is one side of Canade’s war effort. The other side concerns 
You. 


More men...well equipped, well armed, well clothed, well fed... 
mean more dollars 

Canada leoks to you to supply those dollars...and to keep on 
supplying them till this war is won 

Start saving new. Be ready to help your country when the 
call for money comes. Be ready to enlist your dollars in this fight 
for human freedom and decency 

Be glad you are able to help so simply and so effectively ..... 


(Figures approwmate as at Ort. 21, 1000) 


Save for Victory 
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Origins of Some Business Terms 


Eric BERGER, the author, is managing 
editor of Better English Magazine 


HEN money or property is con- 
W iscatet whether by legislation 

or judicial process, it drops into 
the “basket”’ of the state. 

“Confiscate” is a verbal nephew of 
our word fiscal, and both words came 
into English from the Latin fiscus, the 
“wicker basket” which in ancient 
Rome was used to hold the revenue of 
the state. To confiscate property was to 
include it forcibly with the money al- 
ready in the fiscus, or “basket” of the 
state. How the dimensions of that bas- 
ket have grown! 

It may be that banking and com- 
merce have become intricate and in- 
volved. But not so intricate that the 
origins of practices cannot be deter- 
mined from the words we use to describe 
them. For example, the “earmarking” 
of trust funds is as old as our economy 
and a clue to its earliest form. The ex- 
pression had its origin in the ancient 
practice of marking the ears of cattle 
for identification purposes. 

In an agrarian economy cattle were 
the most valuable property, and the 
symbol and measure of wealth. The 
size of a man’s herd was his financial 
statement. Our word “capital” is de- 
rived from the Latin word for “cattle’’, 
capitalia, which in turn came from 
caput, “head’’. When a dairy farmer 
speaks of his “capital investment” he 
could not use a more apt term. 

The expression “watered stock” is 
just an extension of the idea of cattle as 
capital. Back in the post-Civil War 
days, according to legend, bargain- 
driving Uncle Daniel Drew sold Henry 
Astor a herd of cattle. This was no prize 
herd but one sold for beef at a stipulated 
sum per pound. Shrewd Uncle Daniel 
invested in a heavy salt ration the 
morning of the sale, salted the cattle, 
then watered them well. When the ani- 
mals arrived at market they tipped the 
scales at considerably more than they 
would normally, and tipped a handsome 
profit into Uncle Daniel’s ample pocket. 
The story got around, men chuckled 
at Drew’s shrewdness, and soon the 
watered cattle idea was carried over 
into corporate financing. Increasing the 
total par value of the stock of a corpora- 
tion without increasing its assets quickly 
became known as “watering stock”’. 


“Bucket shop” is a term that sur- 
vives today in its proper place as an 
historical footnote in the record of 
finance. Fittingly, the term has the 
sordid ancestry it well deserves. After 
the Civil War a “bucket shop” was a 
low gin mill or distillery where small 
quantities of hard liquor were dis- 
pensed in pitchers and buckets. These 
institutions were usually situated on, 


and drew their clientele from, the social 
fringe of the community. When shops 
for dealing in one-share or five-share 
lots of stocks came into being, with grim 
poetic justice these brokerage houses 
were at once dubbed “bucket shops’. 
“Wild cat” stocks and bonds are no 
longer common. But why “wild cat”? 
During the Civil War the bank notes of 
the Bank of Michigan had the drawing 


| 
Oud Republic’s simple, practical plan of insuring 


personal loans against the death of borrowers is reducing risk and 
building profits for hundreds of 
commercial banks in 32 states 
from New York to California. 


The plan costs a bank nothing to 
install and operate. How it works 


Insured 


is clearly explained in the portfolio 


shown at the right. Bank officers 


are invited to send for a copy 
without cost or obligation. 


Old Republic 
Credit Life “ey Company 
o Chicago 


Old Republic 
Credit Life 


[nsurance 
Company 


The pioneer in 
adapting credit life 
insurance to the needs 
of commercial banks 
with personal loan 
departments. 


Thank Uncle Daniel Drew for that one. 3°09 WEST JACKSON BOULEVARD + CHICAGO, ILLINOIS 
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POINTS OF 
INTEREST ABOUT 


TH 
Famous 
Park is only two q 


blocks from the 
Willard. 


POINTS OF INTEREST ABOUT 
The WILLARD HOTEL 


* At the focal point for 
sightseeing and business 
contacts. 


* Modern Cocktail Lounge 
and Distinguished Dining 
Facilities. 


WASHINGTON, D. C. 
H. P. Somerville, Managing Director 


Have you heard about BANK- 
ING’S group subscription plan for 
employees? This plan will save 
your bank money. Write for in- 
formation. 


of a panther engraved across their face. 
When the bank failed and its notes be- 
came valueless, the stung citizens, tak- 
ing their cue from the engraving of the 
panther, called the worthless notes 
“wild cat” money. After the war, when 
there was an epidemic of bank failures, 
worthless notes of any kind were nick- 
named “wild cat” money. All this was 
at the time when large corporations 
were coming out of their swaddling 
clothes. And when we next come across 
the term “wild cat” it is used to de- 
scribe unsound securities. Hence the 
term “cats and dogs” for worthless 
stocks. 

Did you ever list a customer as an 


THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on January 2, 1941, 
to stockholders of record as shown by 
the books of the corporation at the close 
of business on December 6, 1940. The 
stock transfer books will remain open. 


L. H. LiInDEMAN 
Treasurer 


153rxp Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


November 26, 1940 


DIVIDEND 


ARMOUR 4x0 COMPANY 
OF DELAWARE 


On December 3 a quarterly dividend of one 
and three-fourths per cent (134%) per share 
on the Preferred Capital Stock of the above 
corporation was declared by the Board of 
Directors, payable January 2, 1941 to stock- 
holders of record on the books of the Com- 
ey at the close of business December 13, 
40. 


E. L. LALUMIER, Secretary 


Out-of-Town Banks 


Out-of-town banks and bankers will find here 


complete banking facilities for prompt and 


economical handling of accounts in Chicago. We 


would appreciate the opportunity of serving you. 


Crry Narronat Bank 


AND TRUST COMPANY of Chicago 


20s SOU TR 


LA SALLE 


STREET 


(Member Federal Deposit Insurance Corporation) 


“‘A-1” account? You may be no yachts. 
man, but “A-1” is nautical language, 
We get this common term of evaluation 
from the method by which ships are 
classified in Lloyd’s Register in London, 
The underwriters evaluate the state of 
a ship’s hull by a letter, and use a 
figure to describe the condition of the 
equipment. “A-1” originally meant a 
ship which met all Lloyd’s require. 
ments as to hull and equipment. 

The unusual items of merchandise 
brought back from abroad by sailing 
vessels of the middle ages were sold as 
“bargains.” But these bargains were 
seldom cheap; they were costly and rare. 

Our word “bargain” comes from 
the Italian word for “‘sailing vessel,” 
barca, and originally a bargain was 
merely something unusual. The word 
later put a twist on its meaning and 
came to its present usage. 

If you want to dicker, remember that 
to be exact you cannot dicker about 
anything but hides—and 10 hides at a 
time. Our word “dicker’”’ comes into 
English through the Anglo-Saxon dicer 
from the Latin decuria, “set of ten”. 
When Caesar’s doughboys went in for 
trading during their occupation of 
Briton they adopted 10 hides as the 
measure of barter. The Anglo-Saxons, 
who even then had a keen trading in- 
stinct, were quick to catch on, and their 
word dicer, from which we get “dicker”, 
eventually came to mean any kind of 
barter. The word was thrown back to its 
original usage when the American 
pioneers settled the.frontier. A settler 
never bartered hides with the Indians— 
he dickered. 

County Limerick, in Ireland, gets the 
nod for the expression “pay on the 
nail.” In the lower part of the old Ex- 
change there is a pillar about four feet 
high, which looks like a fire hydrant. In 
the top of this pillar is a circular piece 
of copper known as the “nail”. It was 
the custom for traders to set down on 
this ‘“‘nail”’ the money which sealed a 
bargain made in the Exchange. Bank- 
ing procedure has changed, but we still 
pay on the nail. An Irish verse (sorry, 
it’s not a limerick) goes: 


Instead of Spa we’ll drink brown ale. 
And pay the reckoning on the nail; 
No man for debt shall go to jail. 

In Garryowen to glory. 


You don’t “give a rap” about all of 
this? Well, even there you have drawn 
on a fragment of financial history. The 
expression “I don’t give a rap”’ had its 
origin in an early 18th Century Irish 
counterfeit halfpenny, called a “rap”. 
Perhaps the Irish rap was the numis- 
matic ancestor of our “plugged nickel”. 
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Rubber Stamps in Banking 


UBBER stamps have been and still 
R are an important time-saver in 
banking routine. Below are a few speci- 
mens of stamps that have been used at 
the banker’s desk during the past 25 
years. Some have survived and are still 
used today, while others have served 
briefly and then have been replaced or 
discarded. The rubber stamps reflect the 
changes occurring in banking through 
the years, the social trends, the war 
years, the growing Federal Government 
and its bureaus. 


It is agreed that the payment of 
$100 or any multiple thereof 
may be made upon the principal 
note herein described on any 
interest paying date. 


| DECLARE THAT | PURCHASED SAID TRAV- 
ELERS CHEQUES FOR MY PERSONAL OR 
FAMILY USE, FOR LEGITIMATE AND NOR- 
MAL BUSINESS REQUIREMENTS OR FOR 
REASONABLE TRAVELING AND OTHER 
PERSONAL REQUIREMENTS AND THAT 
NONE OF SAID CHEQUES WILL BE USED 
FOR THE PURPOSE OF REMITTING MONEY 
ABROAD. 


PURCHASER OF THIS DRAFT IS 


TALL SHORT MEDIUM 
Ft. ’ Ft. 3 Ft. 


Color 
Hair Eyes 


Signature 


FURTHER IDENTIFICATION 
WAIVED IF PAYEES' SIG- 
NATURE CORRESPONDS 
WITH ABOVE. 


Cashier 


WE MAKE A CHARGE oF Firry CENTS FOR 
CREDIT REPORTS. THESE ARE COMPILED FROM 
INFORMATION AND EXPRESSIONS WHICH WE BE- 
LIEVE ARE RELIABLE BUT IN NO SENSE ARE 
THEY TO BE CONSTRUED AS REPRESENTATIONS 
ON THE PART OF THIS BANK OR ANY OF ITS OF- 
FICERS OR AGENTS. 

It Is GIVEN IN STRICT CONFIDENCE AND NEI- 
THER THIS BANK NOR ANY OF ITS OFFICERS OR 
AGENTS SHALL BE LIABLE FOR ANY LOSS OR IN- 
JURY CAUSED BY NEGLECT OR OTHER ACT OF 
THEIRS IN PROCURING, COLLECTING OR COMMU- 
NICATING SUCH INFORMATION. 


Service Charge on Checking Ac- 


count for month of 


January 1941 


“The rateof interest payable hereunder is sub- 
ject to change by the —_ to such extent as 
may be necessary to comply with mp 
of the Federal Reserve fi rd made from time 
to time pursuant to the Federal Reserve Act.’ 


Wi PART 


1933 


Commodity Credit Corporation is hereby 
authorized, without notice to the under- 
signed, to make immediate purchase of any 
of the producer’s notes listed in the within 
or attached Letter of Transmittal (1938-39 
CCC Corn Form C) respecting which the 
producer has made any misstatement or 
misrepresentation as to prior liens, or other- 
wise, as determined by the Corporation, or 
the corn securing which is damaged or 
threatened with damage, or has been 
abandoned. 

THE SECURITY TRUST & SAVINGS 
BANK, Shenandoah, Ia. 


PAY TO THE ORDER OF COMMODITY 1939 
CREDIT CORPORATION WITHOUT RE- 
COURSE ON THE UNDERSIGNED 


1935 Shenandoah, Iowa. 


PULLING 


TOGETHER 
jor the 


GOOD OF ALL 


Cooperation for the common good is as important between in- 
dividuals as between nations. . . . Since farming is the basic 
activity of our country, a single improvement in operating 
methods often works to the advantage of hundreds of thousands of con- 
sumers. This, besides the added income realized by the farmer himself, has 
made American farmers attain a position in the economic world never be- 
fore or anywhere else achieved by any of the world’s rural populations. 
. Modern machinery is therefore the pivot around which farm prosperity 
revolves; and in this connection the name Minneapolis-Moline has for 76 
years been a farm favorite. . . . Again in 1941 there will be thousands of 
farmers who want MM’s new HEADLINERS, but will not have the ready cash 
to purchase these important modern tractors and farm machines. Here local 
bankers can do their bit. By extending “credit” to deserving farmers 
they will be increasing business for their 
entire community including themselves. 
PULLING TOGETHER WORKS FOR 
THE GOOD OF ALL. 


Branches Near Everywhere 


MINNEAPOLIS: MOLINE OLINE 


{MODERN FARM MACHINERY 


MINNEAPOLIS - MOLINE 
POWER IMPLEMENT COMPANY fainweser 


— Contributed by C. W. FisHBAvUGH, 
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The Liberty Storage Box has led the way to 
more efficient, less costly inactive record stor- 
age for 23 years. It still leads. Libertys are a 
greater factor in record storage than ever. 
Government regulations make it good manage- 
ment to store inactive records so they are in- 
stantly available. Liberty Storage Boxes provide 
the only satisfactory answer. A request on your 
letterhead will bring catalog, price list, Manual 
on Record Storage Practice and FREE Sample. 


OVER 78,000 ENTHUSIASTIC USERS 


FREE Sample 


ANY SIZE 


BANKERS BOX COMPANY 


536 S. CLARK STREET > CHICAGO, ILL. 


HE ASKED FOR 
A MILLION DOLLARS 


—and here's 
what happened .. . 


“ rs. SacE, I have come to 

M ask you for a million dol- 
lars,”’ said the president of Rensse- 
laer Polytechnic Institute to the 
widow of Russell Sage. And then 
he went on to tell Mrs. Sage of the 
work this great American educa- 
tional institution was doing, what 
it hoped to do — in short, why it 
needed money. 


After investigation, Mrs. Sage 
gave the million dollars. Today 
one of the country’s most useful 
and best known laboratory build- 
ings stands on Rensselaer’s campus 
as a living and productive memo- 
rial to her husband. Other women 
have aided too, some by large gifts 
or bequests, some by small. 


Rensselaer Polytechnic Institute, 
Troy, New York, will appreciate 
an inquiry from you as to present 
needs in research and education. 
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Avoiding “Continuous” Loans 


To the Editor: 


_ a majority of continuous or 
questioned loans may prove good 


and fundamentally sound as to full 
collection without loss, their demon- 
strated slowness generally arises from 
the violation of a number of different 
policies, among which are permitted di- 
version of security for the benefit of 
other creditors, substitutions of security 
and the re-investment of profits before 
maturity. But regardless of how they 
arise the management should definitely 
set up the policy of avoiding such loans 
or holding their total to an unimportant 
minimum. 

A rule of periodic liquidation is fea- 
sible and practical and works to the ad- 
vantage of the borrower as well as the 
bank; inability to liquidate in this way 
indicates that the loan was made on an 
improper analysis originally or allowed 
to drift into a slow capital loan whose 
liquidation would create ill will by im- 
pairment of borrower’s normal opera- 
tions or by forcing him out of business 
with resulting adverse publicity to the 
bank. 

Since bad loans are rarely of recent 


origin, when a line gets into a condition 
whereby it assumes a continuous char- 
acter with unfavorable tendencies or 
some elements of doubt, it is often 
advisable that it be taken from the 
hands of the loan officer theretofore 
handling it, who would find it hard per- 
sonally to insist upon liquidation of the 
loan, and that it be turned over to an- 
other officer for the purpose of working 
it out. 

Theoretically every continuous loan 
is a “slow” loan because it is not being 
liquidated promptly and it is well to 
work toward its elimination, for by so 
doing all chances are removed of the 
line getting into such a weakened condi- 
tion as to mean loss. Those who indulge 
continuously in the practice of borrow- 
ing become victims of the habit and 
seldom, if ever, surmount it. And so it 
can be recognized that a continuous loan 
is not necessarily an accommodation and 
favor to the borrower, but more likely a 
danger and detriment to both bank and 
borrower. 


L. L. HALLSTEAD 


State Bank Examiner 
North Platte, Nebraska 


Are These Any Better? 


“T understand you and your wife 
have a joint account at the bank. How 
do you work it?” 

“Oh, it’s simple enough. I just de- 
posit and she just withdraws.” 


Husband: “The bank has returned 
that check.” 

Wife: “Isn’t that splendid? Now 
what can we buy with it this time?” 


* 


The young bride was enthusiastic. 
She said: “George is the most generous 
man. He gives me everything that credit 
can buy.” 

* 


Urged by their banker, the young 
couple started a budget plan. One eve- 
ning the wife reported: “John, dear, 
we have $97.50 left. If I spend that for a 
new fur coat we will just balance the 
budget.” 

* 


A teller of a closed bank got a job in 
another bank, and one day at his win- 
dow he recognized a former depositor of 
the defunct bank. “Your name’s Za- 
charius, isn’t it?” said the teller. 

“Well,” said the depositor, “it used 
to be, but they started paying off de- 


positors of that other bank alphabeti- 
cally and I got nothing. So now my 
name’s Aarons.” 

* 


A banker was questioning a prospec- 
tive chauffeur, a colored man. 

“Are you married?” he asked. 

“Naw sah, boss,” was the reply, “Ah 


makes ma own livin’.” 


* 


Two darkies were discussing the 
financial situation. One of them said: 

“There ain’t no money shortage. My 
banker done took me into his vault the 
other day and showed me piles and 
piles o’ money. Ah says could he let me 
have a little. He says he sho’ could and 
has ah any collat’rul. Ah hasn’t. Now, 
that’s what’s de mattah with dis coun- 
try. Dey’s plenty o’ money, but we’se 
just runnin’ sho’t on collat’rul.” 

* 


A colored man owed on a note. When 
pressed for it he said: “Ah ain’t got no 
money now, but ah gwine pay just as 
soon as ah kin.” 

His creditor said: “If you-all don’t 
pay me here an’ now, ah gwine burn up 
your ole note. Den where you-all gwine 
be at?” 
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One hundred and fifty-eight 
of the officers and employees 
of this Bank have been with 
us for more than twenty-five 
years. 


Thirteen of this group are 
members of our “‘Fifty Year 
Club”. This is a record in 


which we take pride. And it 


is arecord that concerns all of 
our correspondent banks. 


Experienced service is de- 
pendable service. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$43,000,000 


Member of Federal Deposit Insurance Corporation 
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Headquarters 


AMERICAN BANKERS ASSOCIATION’ 


SPECIAL CONVENTION RATES TO A.B.A. MEMBERS 


* Midwinter Trust Conference — Feb. 4-6 
* Regional Conference — March 5-6-7 


These two important conferences again show the —_ homelike rooms equipped with every modern 
preference that bankers and other business convenience — restaurants offering a wide vari- 
leaders have for The Waldorf-Astoria. The — ety of menus and prices — and within strolling 
Waldorf is convenient to railway and airway distance is the smart world of New York clubs, 
terminals; easily accessible from all New York’s __ theatres, shops. Correspondence concerning res- 
financial and business districts. And it’s the  ervations and rates should be addressed to Frank 
place, too, for your personal headquarters — A. Ready, Manager. 
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LAWRENCE SYSTEM 


“Your BANK NEEDS INVENTORY LOANS” 


If YOUR Bank is looking for more sound 
loan business it will pay you to investigate 
the possibilities for profit offered by in- 
ventory paper. Check your customers’ 
statements for those listing marketable in- 
ventories and you uncover a rich vein of 
potential loan business. Lawrence System 


issues warehouse receipts against such 
inventories, protecting your interests; the 
goods stay right where they are; you get 
more secured loans and your customers 
get more working capital @ Write today 
for free booklets telling how YOUR Bank 
can add profitable loans to its portfolio 


wal. Cjibson, President 


CREATING COMMODITY PAPER AGAINST INVENTORY 


NEW YORK: 72 Wall Street * CHICAGO: | No. LaSalle Street »* SAN FRANCISCO: 37 Drumm Street * LOS 
ec ANGELES: 1020 W. P. Story Building. + Buffalo + Boston + Philadelphia » Kansas City, Missouri + St, Louis 


New Orleans « Minneapolis + Dallas » Houston « Denver « Fresno » Portland, Oregon * Spokane * Honolulu 
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Banks Show Big | 
Credit Gain For 
First Half of ’40 


Houston Reports on 


A.B.A. Loan Survey 


Less than half the nation’s 
commercial banks made 13,- 
642,673 credit extensions total- 
ing $20,953,584,028 during the | 
first half of 1940, P. D. Hous- | 
ton, President of the American 
Bankers Association, told the 
annual Bankers’ Forum Din- 
ner of New York Chapter, | 
American Institute of Banking. | 

The figures were reported | 
by 6,203 banks, or 43.3 per 
cent of 14,650 commercial | 
banks, which participated in | 
the semi-annual A.B.A. survey 
of bank lending activity. 

The total represented an in- | 
crease of 15 per cent, or 1,795,- | 
000, in the number of credit | 
transactions by a similar num- | 
ber of banks over the same 
period of 1939, and a rise in 
dollar volume of $2,427,000,- 
000, or 13 per cent. 

“The part that banks will 
play in the defense program is 
indicated by the extent of the 
credit service they are render- 
ing to the business order now,” 
said Mr. Houston. “The banks 
are supplying the credit needs 
of business and industry in in- 
creasing measure. They will 
continue to do so as they are 
called upon by the necessities 
of defense.” 

The reporting banks made 
between January 1 and June | 
30, 1940: 7,331,097 new | 


totaling $12,253,628,581; $6,- 
134,178 renewals totaling $8,- | 
246,301,835; and 177,398 new 
mortgage loans totaling $453,- 
653,612. 
Of the 6,203 banks 1,388 
(Continued on page 79) 
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Defense Committee 
Pictures 


Pictures of the bankers 
serving on President 
Houston’s National De- 
fense Loans Committee 
will be found on page 80 
of this issue of BANKING. 


Graduate School’s 
Resident Session 


Dates June 16-28 | 


The Graduate School 


the 1941 resident 


16 to 28, will be ready for 


distribution in January, ac- | 
cording to Richard W. Hill, | 
Secretary of the A.B.A. and | 


RegistraroftheGraduateSchool. 


| The School is conducted by the 


Association. 


The first 200 applicants over | 


25 years of age, with at least 


five years of banking experi- 


ence—or business or profes- 
sional experience that in the 
opinion of the Faculty Com- 
mittee on Admissions is the 
equivalent—who are employed 
by members of the American 
Bankers Association, and who 
are approved by the admis- 


sions committee, will be ad- | 
the 1941 session. | 


mitted to 
Applicants must be bank off- 
cers, or their equivalent, to be 
eligible. 

A.B.A. membership require- 


| ment does not apply to na- 
banking | 


and state 
department __ representatives, 
providing they otherwise qual- 
ify. 

Anyone contemplating at- 


| Heuston Names National Committee; 
‘Commission Issues Special Loans Bulletin 


of 

Banking’s catalogue covering | 
session at | 
Rutgers University, from June | 


tendance at the 1941 session of | 


the Graduate School is urged to 
write now for a copy of the new 
catalogue, together with ap- 


| plication form. 


Facilities for increasing the assistance of commercial and 
| savings banks to the national defense program through the 
financing of orders for goods have been set up by the American 


| Bankers Association. 


President P. D. Houston announced the establishment of a 
nation-wide organization to acquaint the banks with details of 


President Houston 


4. Bankers on Loans 
Bulletin Committee 


The special committee of 
the American Bankers Associa- 
tion Bank Management Com- 
mission committee which pre- 
pared the defense loans bulletin 
consisted of: 

David C. Barry, president, 
Lincoln-Alliance Bank & Trust 
Co., Rochester, N. Y.; G. Fred 
Berger, treasurer, Norristown- 
Penn Trust Co., Norristown, 
Pa.; George T. Newell, vice- 
president, Manufacturers Trust 
Co., New York; and William 
J. Waller, vice-president and 
cashier, Hamilton National 
Bank, Washington, D. C. 


J. Harvie Wilkinson, Jr., vice- 
president, State-Planters Bank 


& Trust Co., Richmond, Vir- | gent Houston’s committee was 


ginia, and the secretary is 


Frank W. Simmonds, Senior | 


Deputy Manager of the Asso- 
ciation. 


lending on Government orders, 
to assist in finding potential 
suppliers, and to stimulate 
generally the use of bank 
credit in financing rearmament. 

Also, a special committee of 
the A.B.A. Bank Management 
Commission has published a 
bulletin on the assignment of 
claims under Government con- 
tracts as security for bank 
loans. 

President Houston, appoint- 
ing a National Defense Loans 
Committee under the chair- 
manship of J. Harvie Wilkin- 


| son, Jr., named one banker for 
| each Federal Reserve District 
| who will have charge of pro- 


moting defense loan activity in 


| his district. 


District Meetings 


Each committeeman has held 
a meeting in his district of 
representatives of the state 
bankers associations, officers 
of clearinghouse associations, 
and other bankers. The assist- 
ance of these officers and 


| bankers was sought in develop- 


ing the part local banks can 
play in national defense financ- 
ing. 

The program was worked out 


| at a conference in Washington 


attended by bankers from 


| every section of the country 


._ | who consulted with represent- 
The Commission chairman is | 


atives of the National Defense 
Commission, the RFC and the 
Federal Reserve Board. Presi- 


announced after the conference. 

The Bank Management 

Commission’s special bulletin 
(Continued on page 76) 
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News PAPER 

A.B.A. Aids Defense | Lending Program of Banks 

| 


A.B.A. State Bank Division Has 


8-Point “Statement of Principles” 


A “Statement of Principles” 
of the A.B.A. State Bank 
Division has been approved by 
the Division’s executive com- 
mittee and sent to the member- 
ship by President Harry 
A. Bryant, president, Parsons 
(Kans.) Commercial Bank. 

The Statement expresses the 
Division’s stand on_ several 
questions of the day. Here is its 
ext: 

“(1) National Defense: We 
approve and pledge our support 
to an adequate and comprehen- 
sive defense program sufficient 
to insure this country against 
any form of invasion. 

“(2) Taxes: Increased taxes 
will be necessary to pay for the 
proposed defense program and 
we favor a plan that will pro- 
vide payment in reasonable 
proportion out of current taxes. 

Defense Financing: The 
American banking system is 
adequate and the bankers are 
willing to finance private in- 
dustry engaged in the defense 
program, directly and indirectly, 
and we urge that banking be 
given an opportunity to play 
its full part in the program. 

“ (4) Government Lending A gen- 
cies: With the enormous bank 
reserves available, we believe 
some of these agencies should 
be restricted and many discon- 
tinued, now that the banks 
have demonstrated their will- 
ingness and ability to absorb 
that part of the lending business 
that is the function of chartered 
banking. 

“(5) Branch Banking: We 
approve and subscribe to the 
resolution on branch banking 
as passed by the Atlantic City 
Convention. (The text of the 
resolution follows in the State- 
ment.) 

American System of 
Banking: We believe the dual 
system of state and national 
banks is best suited to the 
needs and requirements of the 
American people under our 
present system of free enter- 
prise. We therefore subscribe to 
and pledge our continued sup- 
port to this system of banking. 

“(7) Wage and Hour Act: 
The application of this law, 
when applied to employees 
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Harry A. Bryant 


previously working on a salary 
asis, tends to work a hardship 
basis, tends to work a hardshi 


on both the employees and the | 
employer. We therefore favor 


a modification of the rulings 
as they affect bank employees 
to the extent that both em- 
ployer and employees will re- 
ceive fair treatment under this 
act. 

“(8) Fiscal Policy. With the 
increased public debt that will 
be necessary under the defense 
program, we believe that Fed- 


eral administrative and other 


non-defense expenditures should 


be reduced in an orderly man- | 


ner and bear a reasonable rela- 
tionship to our national income.” 


**Sell Americanism,”’ 
President Bryant 
Tells His Members 


Harry A. Bryant, President 


of the A.B.A. State Bank Divi- | 


sion, in a membership letter 
that included the 
“Statement of Principles’’, said 
the banks have an obligation 
to do their best ‘“‘to preserve 
the American system 
government.” 

“With our 7,000 state-char- 
tered banks now members of 
the State Bank Division, and 


with our millions of customers, | 


our influence in national affairs 
can be very effective if we use 
our influence to help sell 
Americanism to Americans,” 
he said. 

“To do this we must aban- 
don any defeatist attitude that 
we may kave had. We must 
defend the American system 
of banking as the best system 


Division's | 


of | 


Insurance Digest 


The digest of bank in- 
surance being published 
by the Insurance and 
Protective Committee of 
the American Bankers 
Association is in the final 


stages of preparation. It 
|] is expected that copies 
will be ready early in 
the new year. Advance 
orders for this practical 
guide to a bank’s in- 


surance program have 


been large. 


| in the world today. We must 
assume the leadership that we 
are capable of directing and use 
that leadership to help bring 
about a stable and sound busi- 
ness structure in this country 
that will have no equal in the 


Expect 1,000 at 


entire world.” 


Trust Conference 


Short talks, question periods 


| and panel discussions will fea- 


ture the 22nd Mid-Winter 
A.B.A. Trust Conference in 
New York, Feb. 4-6. 

A thousand trust men are 
expected to attend. 

One full session will be 
devoted to a question box 
period under direction of Sam- 
uel C. Waugh, executive vice- 
president, First Trust Co., 
Lincoln, Neb. A new feature 
will be a session devoted to dis- 
cussion of small trust depart- 
ment problems. Another meet- 
ing for larger institutions will 
discuss corporate trust busi- 
ness and common trust funds. 

General session speakers in- 
clude A.B.A. President Houston. 


Defense Program 
(Continued from page 75) 


was designed to assist banks in | 
an understanding of the Assign- | claims arising as a result of 
ment of Claims Act of 1940 and | these contracts, banks will be 
to show how they can partici- | 
pate in the defense program by | 
making loans. The 36-page | 


study sets forth: 
The full text of the Assign- 
ment of Claims Act of 1940; a 


question and answer analysis | 


of the Act; a digest of the 
| Emergency Plant Facilities 
Contract; some points to be 
covered in a collateral agree- 
| ment between the bank and 
the borrower; some factors to 
be considered in using the 


plant facilities and the supplies | 


contracts ascollateral for loans; 
a discussion of suggested pro- 
cedure in initiation of and 


| upon closing of loans; a state- | 


ment of Cost-plus Contracts; 
a discussion of the present 
status of Sub-contracts; a 
comment on Government ad- 


| vances; an appendix of forms 


of assignment, and a notice of 
assignment. 


marks “an important depar- 
ture in Government proce- 
dure,”’ the committee says the 
new law “makes bank partici- | 
pation in the national defense 
program not only a patriotic 


privilege but also affords an | 
opportunity for constructive | 
service through our chartered 
banks. 


“With 


the assignment of 


enabled to assist the defense 
program by lending for (1) 
creation of new plants and fa- 
cilities, (2) the production of 
supplies necessary for the con- 
duct of the defense program, 
and (3) for the construction of 
cantonments, bases, roads, etc. 
“In making loans in any of 
the above three categories, 
there is no necessity for banks 
to compromise with safety.” 


Study Contracts 


The committee recommends 
that all banks get copies of the 
emergency plant facilities and 
the supplies contracts and have 
their attorneys study the con- 
tracts in conjunction with the 
digest provided in the bulletin. 

“When the banker under- 
stands what is involved,”’ adds 
the committee, “it is strongly 


| recommended that he solicit 
| loans of this type and acquaint 
Pointing out that the Act | 


customers with the nature and 


| provisions of these contracts. 


A bank must realize that not 
only may a customer be ig- 
norant of the bankable provi- 
sions of these contracts, but 
also that he may go directly to 


| another financing institution or 


a governmental lending agency 
in the absence of bank solici- 
tation. 
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Association Membership Shows Good Increase 


A.B.A. Gains 207 | 
New Members In| 


Quarter of Year | 


“Clinies” in Four 


Mid-West Cities 


The American Bankers As- | 
sociation received 207 new | 
members during the first three | 
months of its 1940-41 year, the | 
largest number for that period 
in some time. 

A Membership Committee 
report as of Dec. 1 showed | 
that committeemen, state vice- | 
presidents and other member- | 
ship workers had been carrying 
on productive campaigns in 
several sections of the country. 

Dunlap C. Clark, president 
of the American National 
Bank, Kalamazoo, Mich., 
chairman of the committee. 

On the whole, the report 
indicated the least activity in 
states which have most non- 
members. 

Efforts to increase the num- 
ber of banks enjoying the ad- 
vantages of affiliation with the 
Association include membership 
clinics in several large cities, 
at which plans are made for 
having field representatives of 
banks act as membership 
workers on behalf of the 
A.B.A. Clinics have been held 
recently in Chicago, St. Louis, 


1S 


Louisville and Kansas City, 
Mo. 

Leading in the number of 
new members obtained during 
September, October and No- 
vember 1940 was the territory | 
under committeeman Gordon 
H. Nesbit, vice-president, First 
National Bank and Trust Co., 
Fargo, N. D. Mr. Nesbit’s dis- 
trict, comprising Nebraska and | 
the Dakotas, accounted for 
39 new members, 23 of that 
total having been obtained by 
Ray R. Ridge, vice-president, 
Omaha National Bank, Ne- | 
braska state vice-president, and 
14 by T. S. Harkison, South | 
Dakota vice-president, and 
vice-president, National Bank 
of South Dakota, Sioux Falls. | 


January 1941 


| Huston, 
| Huston Bank, Marshall, Mo., 


G. H. Nesbit 


\W. C. Bowman, president of 
the First National Bank, Mont- 


gomery, Ala., and Noel Rush, | 


president of the Lincoln Bank 
and Trust Co., Louisville, Ky., 


showed 35 new members each | 


for their areas. Mr. Bowman's 


covers Alabama, Florida, Geor- | 
gia and South Carolina; Mr. | 
North | 
Carolina and Tennessee. Both | 


Rush’s is Kentucky, 
bankers are on the Commit- 
tee. 
Outstanding 
made _ by 


records 
Thomas 


were 
Bowron, 


vice-president, First National | 
Bank, Birmingham, Alabama | 


state vice-president, who sent 
in 34 new members, and Leslie 
R. Driver, Tennessee state 
vice-president, who with his 
associates obtained 27. Mr. 


Driver is president, First Na- | 


tional Bank, Bristol. 

Minnesota, in the area of 
Committeeman M. E. Kalton, 
cashier of the Security State 
Bank, Wells, Minn., was re- 
sponsible for 14 new members. 
F. J. Thul, vice-president, 
First National Bank, St. Charles, 
is state vice-president. 

From Missouri, under J. P. 
cashier, Wood and 


and State Vice-president R. L. 
Dominick, vice-president, Trad- 


came 12 members. 

Michigan, Fred Marin, state 
vice-president, sent in 11 new 
members, Michigan, home state 


| of Chairman Clark, has con- 
| tributed many new members in 


the last three years. Mr. Ma- 
rin is executive vice-president, 
Bank of Lansing. 


In Massachusetts, under Com- | 


New Member Getters 


Noel Rush 


W. C. Bowman 


Peyton— Powers Teamwork 


The American Bankers 


Association is half a dozen 
members richer because two of its good 


friends, 


B. Murray Peyton and Frank P. Powers, went to a 


meeting. 


Mr. Peyton, Association Treasurer and president of 
The Minnesota National Bank, Duluth, and Mr. Powers, 
president of the Kanabec State Bank, Mora, Minn., 
were going to a clearinghouse gathering at Appleton. 

Said Mr. Peyton to Mr. Powers—or maybe Mr. 
Powers said it to Mr. Peyton—‘‘Let’s pick up some 
A.B.A. members on the way.” 

So en route to Appleton they stopped off here and 
there to call on bankers who weren't “in” the A.B.A. 

When they reached their meeting they had added six 
banks to the membership roster. 


mitteeman FE. A. Craig, vice- 


chester Savings Bank, 
State Vice-president Dwight S. 
Pierce, president 
County Institution for Savings, 
Worcester, and in New York, 
under Committeeman George 
W. Heiser, vice-president, Manu- 
facturers Trust Co., New York 


| City, and State Vice-president 


Arthur I. Davidson, president, 


Westchester County Savings |! 
| ing was one in a series designed 


the 
been 
mutual 


Bank, Tarrytown, 
members have 
among the 


new 
largely 
savings 


2 | banks. Massachusetts now has 
ers Gate City National Bank, | 


100 per cent membership among 


| its national banks. 


**Clinic’’ Pictures 
Pictures taken at the 
membership “‘clinics’’ in 
Chicago, St. Louis, Kan- 
sas City and Louisville 
will be found on page 84. 


Worcester 


| Michigan Holds 
president and treasurer, Dor- | 


and | 


Insurance Forum 


Forty Michigan bank execu- 
tives attended an insurance 
forum conducted recently at 
Lansing by James E. Baum, 
secretary, A.B.A. Insurance 
and Protective Committee 

Held under auspices of the 
Michigan Bankers Association 
insurance committee, the meet- 


to bring to bankers in various 
sections of the country the 
latest information on insurance 
coverages, new forms, new poli- 


| cies, and extension of insurance 
| into new fields. 


Mr. Baum presided and led 
the discussion of insurance 
questions, aided by George H. 
Hottendorf, assistant secretary 
of the A.B.A. committee. 

A similar meeting is sched- 
uled for Richmond, Va., in the 
near future. 
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Manual of Consumer Credit Loan 


Operating Costs Issued by A.B.A. 


A manual of operating costs 
in the consumer credit loan 
field for banks engaging in this 
type of lending and for those 
which plan to undertake it has 
been prepared by the Con- 
sumer Credit Department of 
the American Bankers Associa- 
tion, it is announced by Walter 
B. French, A.B.A. deputy 
manager in charge of the de- 
partment. 

“The manual is the product 
of a year’s research in consumer 
credit loan costs and it is pre- 
sented as the groundwork for 
preparing cost systems in this 
lending field,” Mr. French 
asserted. 

Four major divisions com- 
prise the manual’s contents. 
They deal with general aspects 
of the cost problem, a primary 
pattern for analyzing loan 
costs, a discussion of the rela- 
tionships between cost statis- 
tics and good banking manage- 
ment, and a detailed analysis 
of the spread of maturities. 

Ten statistical tables on de- 


tails of expense and _ three 
charts outlining a distribution 
of loan volume are included in 
the study. 

As an essential in erecting 
cost systems, the manual out- 
lines three principle types of 
expense. They are the acquisi- 
tion cost of the loans, collection 
cost per instalment, and “per 
dollar’”” expenses, which are 
costs that vary with the actual 
amount of money loaned, or 
the amount of capital employed 
by consumer credit loan de- 
partments. 

An analysis of the spread of 
maturities is of vital impor- 
tance, the manual states, be- 
cause from such an analysis 
can be computed what volume 
of collections is necessary each 
month, how much money will 
be available for additional 
loans, how much money is 
actually in use and earning 
interest, and how much the 
“per dollar’’ expense items are 
costing the consumer credit 
department. 


Gordon Brown Quits 
As N. Y. Secretary; 
H. J. Marshallin Post 


Herbert J. Marshall became 
secretary of the New York 
State Bankers Association on 
Jan. 1, succeeding W. Gordon 
Brown who resigned that post 
after 10 years service to become 
associated with DeLanoy, Kipp 
& Swan, Inc., general insurance 
brokers, located in New York 
City. 

Mr. Marshall, who was assist- 
ant secretary of the N.Y.S.B.A. 
for the past year, is an alumnus 
of Notre Dame University and 
of The Graduate School of 
Banking conducted by the 
A.B.A. at Rutgers. He was 
formerly cashier and director 
of the National Spraker Bank, 
Canajoharie, N. Y. 

During Mr. Brown’s term of 
office and under his leadership 
the facilities and services of the 
Association substantially ex- 
panded. One of his principal 
contributions was the organiza- 
tion of the New York State 
Bankers Retirement System. 


78 


Herbert J. Marshall 


Paul F. Cadman IIl 
At Berkeley, Cal. 


As thisissue of BANKING went 
to press, Dr. Paul F. Cadman, 
economist of the American 
Bankers Association, was in a 
hospital at Berkeley, Califor- 
nia, recovering from an illness. 

Dr. Cadman suffered an at- 
tack of influenza in New York 
and had a relapse after flying 
to San Francisco to keep an en- 
gagement there. 

He was obliged to cancel his 
activities for several weeks 
ahead. 


National Bank Laws 
Manual Is Revised 
by A.B.A. Division 


A revised manual of laws re- 
lating to loans and investments 
by national banks, prepared by 
the National Bank Division of 
the American Bankers Associa- 
tion, has been sent to the na- 
tional bank membership. 

Andrew Price, the Division’s 
president, who is president of 
the National Bank of Com- 
merce, Seattle, said the revision 
of the manual had been made in 
accordance with the Associa- 
tion’s policy of keeping its 
membership informed on the 
constantly changing develop- 
ments in banking. 

“New laws governing the 
lending and investment policies 
of national banks have been 
enacted and former statutes 
have been amended or ampli- 
fied,’ he asserted. “It is of 
course vital that banks keep 
abreast of these changes.” 

The revised manual includes 
recently enacted defense meas- 
ures, such as the Assignment 
of Claims Act of 1940, permit- 
ting the assignment of claims 
under Government contracts 
as security for loans, and the 
Soldiers’ and Sailors’ Civil Re- 
lief Act of 1940, imposing a 
moratorium on the debts of 
men serving in the nation’s 
armed forces. 


Trust Investments 
Committee Named 


A Committee on Trust In- 
vestments has been appointed 
for the A.B.A. Trust Division 
by President Carl W. Fen- 
ninger, vice-president of the 
Provident Trust Company, 
Philadelphia. 

C. Alison Scully, vice-presi- 
dent of the Bank of the Man- 
hattan Company of New York, 
is chairman of the committee. 
Other members are: Edward 
L. Bigelow, vice-president, 
State Street Trust Company, 
Boston; Robert S. Drew, vice- 
president, Continental Illinois 
National Bank & Trust Com- 
pany of Chicago; James E. 
Shelton, vice-president and 
chairman of the executive com- 
mittee, Security-First National 
Bank of Los Angeles; and 


F.H.A. Premiums 
Are Deductible 
I.R.B. Gives Ruling 


For Association 


Banks purchasing F.H.A, 
mortgage loans at a premium 
may deduct the premium in 
computing their income tax 
returns, according to the Real 
Estate Mortgage and Finance 
Department of the American 
Bankers Association. 

The deduction may be made 
in proportion to the amount of 
the principal of the loan amor- 
tized each year. That is to say, 
in the event of the purchase of 
a mortgage with five years to 
run, if a premium is paid, one- 
fifth of the premium may be 
deducted each year in comput- 
ing the income tax. 

In the case of a 10-year 
mortgage, one-tenth may be 
deducted each year, and in the 
case of a 20-year mortgage, 
one-twentieth may be deducted 
each year. 

Responding to the inquiry 
of the A.B.A. department, the 
Internal Revenue Bureau ruled: 


The Bureau holds that premiums 
paid for the Federal Housing Ad- 
ministration Title II loans repre- 
sent a part of the purchase price of 
the loans and do not represent a 
loss at the time of the purchase, 
and, as such, are not deductible 
from gross income. Since the loans 
are required to be paid off in instal- 
ments over the loan period, there 
should be deducted for each tax- 
able year that proportion of each 
payment received during the tax- 
able year on the principal amount 
of the loan which the total pre- 
mium paid for the loan bears to the 
face value of the loan. In the case 
of prepayment of a loan, the por- 
tion of the premium which has not 
been deducted previously may be 
deducted for the year in which the 
loan is paid. Cf. I.T. 1650, C.B. 
II-1, 48 (1923) and I.T. 2526, 
C.B. IX-1, 123 (1930). 


Walter Kennedy, vice-presi- 
dent, First National Bank, 
Montgomery, Alabama. 

This committee will attempt 
to do “something helpful to 
meet new conditions as they 
arise and particularly to gather 
information about trust invest- 
ment problemsand conditions,” 
said Mr. Fenninger. 
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Plan Programs For New York and 
Louisville Regional Conferences 


The programs for two March regional banking con- 
ferences, patterned after the successful meeting at Fort 
\Yorth last month, are now being prepared by the 
American Bankers Association. 

The first takes place March 5-7 in New York City at 
the Waldorf-Astoria. The second is at the Brown Hotel, 
Louisville, Ky., March 20-21. 

Both programs are being built around the themes of 
improved banking service through effective cooperation 
and the part banks can take in community development. 
P. D. Houston, President of the Association, is in 
charge of the arrangements for the New York and 


Louisville conferences. 


At Fort Worth several hundred bankers from 10 
southwestern states participated in a series of practical 
discussions that lasted two days, ending with a public 
meeting attended by customers of the city’s banks. 


A.B.A. Briefs 


“Building Business” 


The Public Relations Coun- 
cil has received many letters 
from banks reporting the or- 
ganization of employee training 
classes which are using the new 
series of study books, ‘ Build- 
ing Business for Your Bank.” 
Orders for the books are sub- 
stantial, reorders being par- 
ticularly numerous. 


State Legislation 


The Committee on State 
Legislation has distributed 
handbooks to the chairmen of 
the state association commit- 
tees on state legislation. The 
books contain a set of the model 
statutes recommended by the 
A.B.A. which have not been 
adopted by a chairman’s state, 
together with an outline of each 
measure’s purpose. 


Trust Banquet 


Harvey D. Gibson, president 
of the Manufacturers Trust 
Company of New York, has 
been named chairman of the 
banquet committee for the 
30th annual banquet of the 
A.B.A. Trust Division to be 
held at the Waldorf-Astoria, 
New York, Feb. 6. 

The guest speaker at the 
banquet will be Professor 
William Lyon Phelps of Yale 
University. 
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St. Louis Is Scene 
Of Consumer Credit 
April Conference 


Walter B. French, A.B.A. 
Deputy Manager in charge of 
the Consumer Credit Depart- 
ment, has announced a na- 
tional consumer credit bank 
conference for Apr. 23-25 at 
the Hotel Statler, St. Louis. 

“Tt will be a working con- 
ference,” the announcement 
said, “ with emphasis on practi- 
cal approaches to the many 
consumer credit problems con- 
fronting banks. For this reason 
we hope to attract not only 
the men responsible for the 
development of the banks’ con- 
sumer credit department, but 
also those charged with actual 
operating details.” 

Some of the country’s out- 
standing authorities are ex- 
pected to appear on the pro- 
gram. 


Lending Survey 


(Continued from page 75) 


carried $5,766,645,390 in open 
lines of credit available to es- 
tablished borrowers and of that 
only $1,894,702,973, or 32.9 
per cent, was in use. 

“An analysis of the lending 
figures reveals that 17,054 
loans were made during every 
banking hour in the first six 
months of this year as against 
14,810 loans an hour during 
the corresponding period last 
year,” Mr. Houston said. 


Trust Division Drafts Policy Statement 
For Acceptance of Trust Business 


A “Statement of Policies for 
the Acceptance of Trust Busi- 
ness,” which enlarges upon arti- 
cles II and V of the Statement 


| of Principles of Trust Institu- 


tions adopted by the American 
Bankers Association in 1933, 


| has been formulated by the 


A.B.A. Trust Division. These 
articles deal, respectively, with 
the principles that a _ trust 
institution is not under obliga- 
tion to accept all business of- 
fered it and that a trust institu- 


| tion is entitled to reasonable 


compensation for its services. 

“The new statement of poli- 
cies is offered to trust institu- 
tions for their consideration 
and guidance in formulating 
their own policies for the ac- 
ceptance of trust business,” 
said Carl W. Fenninger, Divi- 
sion president, who is vice- 
president of the Provident 
Trust Company, Philadelphia. 
“Tt does not amend the State- 
ment of Principles beyond 
elaborating upon the funda- 
mental points set forth in the 
Statement.” 


Statement Divided Into 
Four Sections 

The Statement of Policies is 
in four major divisions, dealing 
with procedure in the accept- 
ance of trusts, general consider- 
ations, special considerations, 
and public relations aspects of 
the acceptance of business. 

With regard to procedure, 
the Statement urges ‘group 
judgment,” or the policy of 
having an authorized commit- 
tee of a trust institution’s board 
of directors or governing board 
pass upon the acceptability of 
new accounts. It also recom- 
mends detailed study of the 
practical workability of the 
trust instrument. 

General trust matters elab- 
orated upon by the Statement 
of Policies include such points 
as detailed consideration of the 
trust property, the legal and 
moral capacities of the settlor 
to create the trust, the qualifi- 
cations of the trust institution 
to handle the account, and the 
basis of the compensation it 
receives. 

Special considerations out- 
lined in the policies include co- 
fiduciary appointments, suc- 


cessor trusteeships, managing 
agency accounts, fiduciary 
agents, and irrevocable trusts. 
The public relations aspects 
of trust accounts embraced by 
the Statement include estate 
plans, promises and explana- 
tions to customers, lawyer- 
client relationships, and life 
underwriter relationships. 


Banker-Farmer 
News Notes 


Dan H. Otis, director of the 
A.B.A. Agricultural Commis- 
sion, and A. G. Brown, Deputy 
Manager in charge of the Agri- 
cultural Credit Department, 
have recently held a number of 
conferences with the agricul- 
tural committees of state bank- 
ers associations. 

Work done and planned by 
some of the committees, as 
reported at two conferences, is 
summarized below. 


Arkansas 


Projects sponsored for sev- 
eral years are being continued, 
including pasture improvement, 
more and better livestock, soil 
conservation, and 4-H Club 
work. In addition, the commit- 
tee has started a credit survey 
in connection with the county 
land planning committee. 

Another special effort in 
Arkansas was the sponsoring 
of a banquet for 4-H Club 
state winners held at Little 
Rock in December. 


Kansas 


The Kansas committee last 
Winter published an eight- 
page treatise, ‘Soil and Water 
Conservation and Land Utili- 
zation,” which has been widely 
distributed and used in county 
programs, 

Studies of water problems in 
Kansas and of land use plan- 
ning are under way, with the 
cooperation of state and Fed- 
eral agricultural agencies. The 
state is divided into 15 eco- 
nomic areas, each of which has 
its planning committee com- 
posed of county chairmen. 
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The National Defense Loans Committee 


A.B.A. Group 


Houston of 
the A.B.A. named this 
committee of prominent 
bankers to coordinate and 
promote defense loan com- 
mittee in the various Federal 
Reserve districts. Through 
the activities of these men 
it is expected that the en- 
tire machinery of organized 
banking will be placed be- 


GRETSTONE hind the defense program. 


Above, left to right, J. Harvie Wilkinson, Jr., chairman, State-Planters, Richmond, Virginia; 
Keehn W. Berry, Whitney National, New Orleans; Charles P. Blinn, Jr., Philadelphia National 


BACHRACH 


Above, left to right, Mark A. Brown, Harris Trust, Chicago: Sidney B. Congdon, National City of Cleveland; Frank L. Converse, 
Merchants National, Boston; Thornton Cooke, Columbia National, Kansas City, Missouri 


Below, left to right, Edward Elliott, Security-First National, Los Angeles; F. F. Florence, Republic National of Dallas; S. S. Ford, 
Northwestern National, Minneapolis; W. L. Hemingway, Mercantile-Commerce, St. Louis 


BLANK & STOLLER BLANK & STOLLER 


Below, left to right, Hugh H. McGee, Bankers Trust, New York City: Andrew Price, National Bank of Commerce, Seattle; W. J. 
Waller, Hamilton National, Washington: R. Clyde Williams, First National, Atlanta 


SCHUYLER HARRIS & EWING FINE ARTS 
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THE EDITORIAL PAGE 


By WILLIAM R. KUHNS 


The Future of American Banking 


The Rekindling of Horatio Muffit 
By Aesop II 


ONCE upon a time, not long ago in fact, a banker named 
Horatio Muffit was discouraged, fed up. He decided to 
dispense with his customary New Year’s resolutions 
and have his fortune told instead. Thus, he reasoned 
earnestly, the whole mess—competing Government 
agencies, taxes, wages and hours, artificial money rates, 
unmovable real estate and other things—would be 
dumped into the lap of Fate where they belonged at a 
time like this, with chaos right around the corner. 

What’s the use, he thought, in making good resolu- 
tions or plans for the future. He would say to the 
Government, “One more pass at me and I'll give you 
the business.” 

The fortune teller, who was a special kind for the 
purpose of this fable, peered deep into his newspaper, 
which he used instead of a crystal ball. Then he said: 

“This sounds harsh but you are going to have a year 
of hard work. The trouble is that you have been waiting 
for things to iron themselves out. You are hopeful or 
lazy, maybe both. You should be a pessimist, realize 
how bad things are, and work harder. In fact I see noth- 
ing but hard work for you, especially in these Washing- 
ton dispatches. You’ve heard all your life about labor 
unions and workers’ councils but don’t let the words 
fool you. The real laborers and workers these days are 
not the ones that quit when the whistle blows at 4 p.m. 
You are exempt from the Fair Labor Standards Act, 
and how.” 


Plenty to Do 


Tuts made Muffit think and he realized with a start 
that nobody was holding him back. The first thing 
he did was get together a few facts about his own and 
other communities. 

Then he arranged, with the cooperation of the men 
and women employed in his bank, to check up, house 
by house, every individual residing within the market 
area of his bank. 

He found out just what services of the bank each one 
used or knew about, just how little was known about 
any of the services, and what possible services might be 
used if available. Armed with information about his 
city, his customers and potential customers, he began 
to look around for ways to put his facts intelligently to 
work. He read in BANKING how other banks solved 
similar problems and how assistance and advice of every 
kind was obtainable from the American Bankers Asso- 
ciation, his state association and local organizations. 

Take the defense program, for example. The Bank 
Management Commission of the A. B. A. had just 
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issued a most complete booklet of instructions on mak- 
ing loans against a defense contract. In addition a com- 
mittee was set up representing the American Bankers 
Association membership in every Federal Reserve 
district. Its purpose was to work closely with Federal 
Reserve defense authorities, and do everything possible 
to keep banks informed, and safeguard their interests 
during this critical period. 

Mr. Muffit gathered all these facts together and 
discovered that he had been overlooking many, many 
opportunities and anybody can finish the story. 


The Opportunity 


THE very size of the hurdles that banks face today is a 
measure of the opportunity. There is not a community 
in the country where people know as much as they 
should know about the services that a bank can per- 
form. Make a test and you will find an amazing amount 
of ignorance on this point. Even intelligent and well 
informed individuals would fail to get a passing grade 
on their knowledge of what a bank can do for them. 

This means that there is a tremendous amount of 
work to be done developing new ways to serve the pub- 
lic and telling Smith and Mrs. Smith what their bank can 
do for them, what they are missing in modern banking 
aids to better living. 


Like What It Is 


@ T Is hard to find a business of any kind 
run by a political agency that does not 
look and function exactly like what it is. 
One has only to step into a political 
imitation of a private business to real- 
ize that it is something not quite busi- 
ness, not quite politics, not quite any- 
thing that can be put into words. This is 
not a criticism but a fact. The way the 

Government tries to run a business will never satisfy 
the public as long as there is a well run private organiza- 
tion offering the same services on a businesslike basis. 
The separation of business and state is just as funda- 
mental as the separating of church and state. The first 
is just as important to our economic liberty as the other 
has been in the preservation of religious freedom. 
Right now in various places over the country, banks 
are modernizing their equipment, improving their 
services and broadening their circle of customers. Look 
in on some of these institutions, with their brilliantly 
lighted lobbies, inviting and hospitable, with all arrange- 
ments made for convenience and efficiency. Political 
agencies, banking or otherwise, never looked like one of 
these and never will. They are just not geared that way. 
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PICTURE LOG FOG Worth Conference 


ANKERS from 10 southwestern states 
B gathered at Fort Worth, Texas, Decem- 
ber 5 and 6, for the first regional conference 
held by the A.B.A. in the administration 
of President P. D. Houston. 

Participants in the program included Mr. 
Houston; First Vice-president Henry W. 
Koeneke, president of the Security Bank of 
Ponca City, Oklahoma; and Second Vice- 
president W. L. Hemingway, president of 
the Mercantile-Commerce Bank and Trust 
Co., St. Louis. 

Here are a few conference pictures. 


Left, H. H. WiLkrnson, president, Con- 
tinental National Bank, Fort Worth; A. E. 
BRADSHAW, president, National Bank of 
Tulsa; PRESIDENT Houston; WALTER P. 
NAPIER, president, Alamo National Bank, 
San Antonio; and Dr. HAROLD STONIER, 
A.B.A. Executive Manager 


Above, left, M. A. Lrmpocker, chairman and president, Citizens National Bank, Emporia, Kansas; T. E. Burcu, vice- 

president, Security State Bank, Wewoka, Oklahoma; A.B.A. Senior Deputy Manager FRANK W. Srmmonps; First Vice- 

president HENry W. KoENEKE; and W. W. McEACHERN, president, Union Trust Co., St. Petersburg; above, right, stand- 

ing, GEORGE J. HAUENSTEIN, vice-president, First National Bank, Hattiesburg, Mississippi; Mr. BRADSHAW; NORMAN 

SAYLOR, chairman and president, Morrill State Bank, Morrill, Kansas; seated, RALPH BLACKWELL, First National Bank 
of Fort Worth 


Below, left, bankers attending a session of the regional conference; below, right, visitors inspecting the A.B.A. Public 
Relations Laboratory 
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Cleveland Mortgage Clinic . . . 


A.I.B. Faculty Conference at Chicago 


A HIGHLY SUCCESSFUL REAL ESTATE MEETING 


PROXIMATELY 250 bankers from Ohio and several 
A neighboring states attended the Real Estate Mort- 
gage Clinic sponsored by the Savings Division of the 
A.B.A. at Cleveland on December 12 and 13. 

Problems discussed included the possible effects of 
the national defense program on real estate mortgages; 
mortgage insurance under the FHA plan; how to judge 
the quality of new mortgage loans; operating reports of 
the mortgage loan department; and competition for 
mortgage loans. 

Dr. Ernest M. Fisher, Director of Research in Mort- 
gage and Real Estate Finance, conducted the discus- 
sions. The Savings Division President, Roy R. Mar- 
quardt, vice-president of the First National Bank of 
Chicago, was the presiding officer. The local committee 


was headed by H. R. Templeton, vice-president of the 
Cleveland Trust Company. 

The success of the clinic and the interest shown by the 
bankers who attended suggest the possibility of similar 
meetings in other sections of the country. A few local 
real estate conferences had been held under Dr. Fisher’s 
direction, but at Cleveland the first attempt was made to 
broaden the geographical scope and the subject matter. 

At the right, above, Cleveland clinic in session. 

Left, standing, left to right, E. L. Ostendorf, of Osten- 
dorf-Morris Company, Cleveland; Dr. Ernest M. 
Fisher, Director of Research in Mortgage and Real 
Estate Finance, A.B.A.; Roy R. Marquardt, President, 
A.B.A. Savings Division, and vice-president, First Na- 
tional Bank of Chicago; W. Espey Albig, Secretary, 
Savings Division. 


INSTITUTE IN THE MIDWEST 


CHICAGO—The fifth A.I.B. regional interchapter faculty conference in Chicago December 14 drew more than 100 Insti- 
tute leaders and instructors from Illinois, Indiana, Kentucky, Michigan, Minnesota, Missouri, Wisconsin. Below, left to 
right, standing, National Secretary Floyd W. Larson; J. C. Moser, Milwaukee; R. F. Sturley, St. Paul; Chicago Chapter 
President G. S. Allen; J. S. Stubblefield, St. Joseph, Mich.; E. M. Volkenant, Executive Council, St. Paul; Harry Fitz- 
gerald, Evansville; T. J. Nugent and Ralph Spaulding, former members Executive Council, Chicago; H. C. Hausman, 
secretary Illinois Bankers Association; D. L. Colby, Executive Council, St. Louis; seated, Dr. Isaac Lippincott, St. Louis; 
Dr. William A. Irwin, National Educational Director; H. A. Brinkman, vice-president, Harris Trust; C. Edgar Johnson, 
Executive Council, Chicago; former National President F. R. Curda, Chicago; G. D. Bushnell and J. F. Christ, Chicago; 
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Gregory, St. Louis 
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MEMBERSHIP—Chicago, Kansas City, Louisville, St. Louis ...... 


Four Dinners 
oo of A.B.A. membership 


activities was discussed by bankers 
at recent meetings in Chicago, St. Louis, 
Louisville, and Kansas City, Mo., at- 
tended by membership committeemen 
and local bank executives. The Associa- 
tion was represented at all four by J. R. 
Dunkerley, assistant secretary, Mem- 
bership Committee. A. G. Brown, Dep- 
uty Manager, attended three, and 
Second Vice-president W. L. Heming- 
way, of St. Louis, was at the meeting in 
that city. 


Above, CHICAGO—/eft to right, H. A. BRINKMAN, Harris 
Trust; L. K. BILLinGs, City National; E. B. Funk, Lake 
City Bank (Warsaw, Ind.); P R. WINnEGARDNER, Live 
Stock National; M. H. Tuigs, First National; Mr. Dun- 
KERLEY; D. C. CLARK, American National (Kalamazoo, 
Mich.), A.B.A. Membership Committee Chairman; T. J. 
NUGENT, First National; R. J]. Topp, American National; 
B. J. Marworm, Continental Illinois; F. D. CumMINGs, 
Drovers National; C. F. NEWHALL, First National; Ev- 
GENE ABEGG, Illinois National, Rockford; H. B. Bray, 
Harris Trust; Mr. BRown 


Right, KANSAS CITY—left to right, J. P. Huston, Wood 
& Huston Bank (Marshall, Mo.); Mr. Brown; B. F. 
Jounston, City National; F. L. ALEXANDER, Traders 
Gate; D. K. SNypDER, Inter-State; F. B. Bkapy, Commerce 
Trust; R. L. Dominick, Traders Gate; Mr. DUNKERLEY; 
R. H. Toomas, Union National; NorToN THAYER, First 
National; J. S. NEELY, City National; L. C. RicGs, Bank 
News; S. M. Cooke, Columbia National; J. M. HELLINGs, 
Inter-State 


Below, left, LOUISVILLE—left to right, F. C. Dorsey, Liberty National; J. C. NicHOoLs, First National, Lexington; 
1. J. PorTER, Louisville Trust; E. B. RopERTson, Lincoln Bank; S. A. PHILLIPs, First National; S. T. BisHop, D. W. 
FAIRLEIGH, Lincoln Bank; Mr. DUNKERLEY; W. F. MILLER, Citizens Union; R. G. CooksEy, Bowling Green (Ky.) Trust; 
C. A. RANDOLPH, Citizens Bank, Shelbyville; C. P. KitLpatrick, Mt. Sterling (Ky.) National; H. D. Ormssy, First 
National; J. L. Street, Trigg County Farmers, Cadiz; R. M. RoBERTSON, Citizens Union; below, right, ST. LOUIS— 
left toright, Mr. BROWN; FRANK Fucus, F.C. Hunt, S. H. Smitu, First National; M.C. Hook, Jr., Mercantile-Commerce; 
J. P. Hickok, Manchester Bank; A. W. HUEY, Mississippi Valley Trust; R. L. Dominick, W. J. HEIN, Mississippi Valley; 
W. L. Hemincway, Mercantile-Commerce, Second Vice-president, A.B.A.; Mr. DUNKERLEY; Mr. Huston; C. B. 
SHAPARD, Mercantile-Commerce; WILLIAM MOELLER, First National;C.T. KELLY, B. A. LyNcu, Jr., Boatmen’s National; 
J. F. Witktnson, Mercantile-Commerce; W. C. M. R STuRTEVANT, First National 
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Investment Bankers Association in Florida... Consumer Credit from Coast to Coast 


HOLLYWOOD BEACH—Emmett J. 
Connely of Detroit was reelected presi- 
dent of the Investment Bankers Associa- 
tion of America at the organization’s 
recent convention. Shown here, left to 
right, Mr. Connely; Edward H. Hilliard, 
of Louisville, governor and new vice- 
president of the I.B.A.; and John O. 
Stubbs of Boston, another vice-president 


HOLLYWOOD BEACH—at 

the I.B.A. convention; left to 

right, Paul H. Davis, Chicago; 

John M. Young, Arthur H. 

Dean, John K. Starkweather, 

R. McLean Stewart, and Henry 
S. Morgan, New York 


CONSUMER CREDIT CONFERENCES 
Walter B. French, Manager, A.B.A. Consumer Credit Department, gave 11 consumer credit talks between Nov. 8- 
Dec. 7, with from 40 to 300 guests in attendance at each. These talks were given before the New England Bank 
Management Conference, Boston; National Consumer Credit Conference, University of Washington, and Washington 
Bankers Association, Seattle; Oregon Bankers Association, Portland; California Bankers Association, San Francisco; 
Colorado Bankers Association, Denver; Nebraska Bankers Association, Lincoln; Minnesota Bankers Association, 
Minneapolis; bankers’ conference, Chicago; A.B.A. Regional Conference, Fort Worth; bankers’ conference, St. Louis. 
Below, left, view of San Francisco meeting; below, right, Portland Conference, with A. L. Powers, C. H. Stewart, Mr. 
French, H. L. Stiles and E. H. Greenwood at the head table 
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£ American Bankers Association announces pub- 
lication of Volume 1 of the revised edition of Paton’s 
Digest, a legal reference book for the banking pro- 
fession. 

Compilation of the second volume is well under way 
and it is expected to be ready within a few months. It 
will be followed soon by the third volume. 

Hundreds of bankers throughout the country have had 
a part in preparing this revised and enlarged edition of 
a monumental work, for it was the bankers who raised 
the questions on which the opinions of the Office of the 
General Counsel, incorporated in the Digest, are based. 

Richard W. Hill, Secretary of the A.B.A. and a New 
York Bar member, as publisher of the new edition has 
had charge of the flow of work as it has gone through 
the various stages of preparation. 

Thomas B. Paton, Jr., Assistant General Counsel, 
has had charge of the editing of the new edition and was 
ably assisted by a staff of lawyers and editorial assist- 
ants, including DeWitte Wyckoff, Assistant Counsel; 
Lawrence W. Golde, Columbia Law School alumnus and 
a member of the New York Bar; John E. Brady, former 
editor of the Banking Law Journal; and Paul B. Carroll 
and William R. White, faculty members of Fordham 
Law School. 

This corps of workers has devoted its time exclusively 
for many months to the compilation of the first volume 
of the new edition. The 1,348 opinions cited therein have 
been read and edited for clarity, simplicity, and brevity 
by practical bankers who have been alert in recom- 
mending the elimination of legalistic language where 
simpler phraseology would be more intelligible to the 
busy banker. 

The Digest will be kept current by the issuance, by 
subscription, of annual supplements which will give 
additional opinions and point out any changes to be 
made in the original volumes. 

Unlike the first edition, which contained but 167 
pages and included only the opinions of the late General 
Counsel, Thomas B. Paton, which had previously been 
published in the A.B.A. Journal, the new Digest is in 


Important Features of the New Edition 


Each opinion has been carefully digested and the 
salient points emphasized in order to conserve read- 
ing time. 

The latest developments in banking law are 
covered, including important statutory enactments 
as well as court decisions. 


Whenever a question asked involves banking pro- 
cedure and it is at all possible to lay down a safe and 
practical rule to govern future action, such a recom- 
mendation appears at the end of the opinion. 

Each subject treated in the Digest is introduced, 
in running text form, by a résumé of the opinions 
rendered on that particular topic. 


The New Paton’s Digest 


The new edition of Paton’s Digest, of which Volume I is now 
available 


three volumes and includes not only the opinions of the 
Office of the General Counsel, but also Federal and state 
banking statutes. 

The new Digest brings the last edition, published in 
1926, down to date. Material that was no longer perti- 
nent was omitted; however, all that was of value was 
conserved. The cases cited in the opinions appearing 
in the earlier edition have been re-examined and re- 
visions, modifications and affirmative judgments have 
been noted and included. | 

Uniform statutes recommended by the A.B.A. for 
adoption in the various states and other legislation 
affecting banking adopted since 1926 appear in the re- 
vised edition, as well as a collection of banking forms. 

Paton’s Digest differs from other reference books 
covering banking law in that the latter confine them- 
selves almost entirely to statutes, court decisions and 
legal opinions, regulations and rulings, whereas the 
Digest, to a considerable extent, deals with questions 
that have never been settled as well as those that have. 

A larger and more legible type face was used in print- 
ing the new Digest, and it includes a handy cross refer- 
ence index, which makes it possible to locate opinions 
more readily and their reading easier and speedier. All 
material is grouped alphabetically by subject matter. 

Six thousand copies of the first edition of the Digest 
were sold. Subsequent reprintings and new editions re- 
sulted in sales exceeding 50,000 copies. 

Much consideration was given to the question of 
whether another edition of the Digest was justified at 
this time. Many requests had been received by the 
Association urging a revision. As a result a questionnaire 
was sent to 1,000 subscribers to the last edition, to test 
the sentiment of bankers generally. More than 50 per 
cent replied that a revised edition was greatly needed. 
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Control of Bank Overtime 


N order to obtain a cross-section of how the banks are 
t meeting the problems arising from the wage and 
hour law, BANKING sent a letter of inquiry to the 
secretaries of the state bankers associations. From the 
replies received it is quite evident that the difficulties 
presented by this law are much more acute in the small 
country banks than in the larger metropolitan ones. 

There are two reasons for this. First, the country 
banks have, as a general rule, been remaining open to 
the public for considerably longer hours than have those 
in the cities. In a few extreme cases rural banks have 
been opening at 7.30 a.m. and remaining open until 
4.30 p.m. five days a week, and until 5 p.m. Saturdays. 
On the face of it, of course, it is quite impossible for a 
bank to remain open for 5434 hours a week and still 
limit the working hours of employees to 40. To do so 
would require nearly twice as large a staff. 

It must be remembered that there is considerable 
difference between the so-called “bankers’ hours” and 
the hours the employees actually work. It is necessary 
for employees to start work about half an hour before 
the bank opens in order to be ready when depositors 
arrive. It takes at least an hour and a half after banking 
hours for the day’s work to be balanced. 

This is a minimum of 12 hours a week by which 
bankers’ hours will always be in excess of banking 
hours. Various peak periods and other operating prob- 
lems will tend to increase this. It is therefore apparent 
that 28 hours per week, or five hours for five days and 
three hours on Saturdays, are about the longest banking 
hours possible without unduly increasing expenses. 

While complete statistical information on public 
banking hours for the entire country is not immediately 
available, data supplied by the state secretaries answer- 
ing this magazine’s question do give a comprehensive 
cross section. It is indicated that about 70 per cent of 
the number of banks remain open to the public longer 
than 28 hours per week and only a small minority less. 

It would seem that the rural banks could do much 
toward easing their problem by eliminating unneces- 
sarily long banking hours. As a matter of fact, long 
banking hours tend to decrease efficiency all along the 
line. There is the same amount of work to be done 
whether the hours are long or short. But under long 
hours it straggles in, whereas shorter hours make for a 
steady flow. 

However, banks will wish to adapt their hours to the 
needs of their communities. In some communities the 
desires of depositors may be for early opening with cor- 
responding early closing. In others, opening at 10 a.m. 
and closing at 3 p.m., or even opening at 11 and closing 
at 4, might be preferable from the depositors’ viewpoint 
to opening at 9 and closing at 2. Again, closing two after- 
noons a week and opening 9 to 3 other days may work 
better in some communities than in others. 

The second reasofi the problem is more acute in the 
smaller than in the larger banks is that the latter can 
usually revise their methods more readily. They have 
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The Bank Management Commission of the American 
Bankers Association recently issued a Special Bulletin 
“ Suggestions to Banks on Working Hours Under the Fair 
Labor Standards Act.” The Commission is giving contin- 
uous study to the hours question and to the ways in which 
various states are answering it. 


more material with which to work. They can afford to 
purchase more machines—and machines are not sub- 
ject to hours regulation. 

One of the important points emphasized in the reports 
from the various state secretaries is the matter of em- 
ployee records. It is absolutely essential that every 
bank keep accurate records of employees’ time. This is 
part of the law and no bank is exempt from obeying. 


Waen it is necessary to pay overtime, the method by 
which such overtime is computed is important. The fol- 
lowing coefficient table is used by the Wage and Hour 
Division of the Department of Labor to compute over- 
time earnings of employees working a fluctuating num- 
ber of hours each week, and who are paid a fixed yearly, 
monthly or weekly salary. It shows a coefficient for every 
quarter-hour from 40 to 56. For practical purposes, it is 
advisable (and approved by the Wage and Hour Divi- 
sion) to use the nearest quarter hour when determining 
weekly overtime earnings. 


OVERTIME EARNINGS TABLE 
For calculating overtime earnings at one-half the average 
hourly rate for time over 40 hours. 
Use this table only if hourly rates are the minimum or 
higher : 
Hours Even y % 
40 .00310 .00920 
41 .01220 01515 .02096 
42 .02381 .02663 .03217 
43 .03488 .03758 .04286 
44 .04545 .04802 .05307 
45 .05556 .05801 .06284 
46 .06522 .06757 .07219 
47 .07447 .07672 .08115 
48 .08333 .08549 .08974 
49 .09184 .09391 .09799 
50 . 10000 .10199 10591 
51 .10784 .10976 11352 
52 11538 11723 12085 
53 .12264 12442 .12791 
54 .12963 13134 13471 
55 13636 . 13801 


14125 
56 14286 14445 14758 


In using this table, the regular weekly wage is multi- 
plied by the coefficient shown for the total number of 
hours worked in the week. For example, an employee 
works 45% hours one week and his regular weekly pay 
is $30. To ascertain the amount of overtime due, take 
the coefficient for 4514 hours (.06044) and multiply by 
the weekly salary ($30). This multiplication produces 
$1.81, the amount of extra pay due. A monthly salary 
may be converted to a weekly basis, by multiplying 
the monthly amount by 12 and dividing by 52. 

E. S. WooLLEY 
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Here are brief extracts from a few of the addresses 
given at the American Bankers Association Regional 
Conference at Fort Worth, Texas. 


Seek Defense Loans 


P. D. Houston, President, American Bankers As- 
sociation. 


W: must aggressively seek defense loans, and when 
we receive applications beyond the capacity of our 
individual institutions to handle, we must take them 
in participation with other lending institutions, or 
otherwise assist the borrowers in securing necessary 
credit. 

The American Bankers Association has set up a na- 
tionwide machinery to assist banks in the making of 
defense loans. It has established a national committee, 
with a representation in each Federal Reserve District, 
having this work in charge. It has prepared a bulletin 
explaining to the banks the details of the process in 
making loans under the Federal legislation permit- 
ting the assignment of claims under Government con- 
tracts. 

The defense program presents a real challenge to the 
system of free enterprise. To convert a peace-time 
economy into a defense program economy approaching 
a war economy in character and magnitude requires 
great sacrifice, patience and effort. It will call upon us 
to make many extra efforts to put aside many precon- 
ceptions in order that we may place the credit facilities 
of our institutions at the service of defense activities 
speedily. By doing our full part we shall make our 
contribution to the preservation of the democratic way. 


Self-Reliance 


H. W. KoeEneEke, First Vice-president, American 
Bankers Association. 


The strength of this country has sprung from its 
diffusion of responsibility and opportunity and its 
weaknesses have resulted from the taking away of 
responsibility and opportunity. Instead of releasing 
the energies of the people, the extension of powers of a 
central government over their affairs has restricted 
them. It has established uncertainty and fear instead of 
confidence and hope. Moreover, it has demonstrated 
the wisdom of the founding fathers who were deter- 
mined to set up a government which would prevent 
the steps that lead to tyranny, whether bureaucratic or 
personal. 

The American way is to have a strong local govern- 
ment which can only exist if we have strong local com- 
munities. Strong local communities can be no stronger 
than the individuals who live in these communities and 
the responsibilities they are willing to assume. Assum- 
ing these responsibilities means personal sacrifices 
which we, as individuals, must be willing to make. 
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Southwestern Banking Conference 


A union of strong, self-reliant communities cooperat- 
ing and working as a single unit can and will withstand 
any outside threats or actions that might come to our 
shores. 


Study and Work 


E. P. Pyeatt, President, Arkansas Bankers Associa- 
tion, and Vice-president and Cashier, McIlroy Bank 
and Trust Co., Fayetteville, Ark. 


Tarte as it may seem, the saying that you must “grow” 
or “go” remains true, and in our business a large ma- 
jority of the 15,000 banks in the United States must 
grow if they are to influence and preserve the future of 
independent banking. Drifting along the course of 
least resistance positively will not do the job. 

We must study and work; there is no substitute for 
these. We can each secure a lesson in every line of 
business from someone who has succeeded during the 
last few years while most of his competitors were either 
breaking even or losing money. 


Staff Aid 


Witi1aM Powers, A.B.A. Director of Customer Re- 
lations. 


ly the banks where the management has conscien- 
tiously tried to keep the staff informed on the details 
of its business, it has been possible to create a high de- 
gree of cooperation among the staff members and to 
bring into existence a form of teamwork that has at- 
tained accomplishments reflecting mutual benefit to the 
bank, the customers, and the community. 

This teamwork has been particularly efficient in 
gathering facts about customers and non-customers, 
which provide a solid foundation for business retention 
and business-development efforts. The staff members 
in these progressive banks cooperate closely in discov- 
ering sources of valuable business-building informa- 


Pitch, Catch or Field 


WALTER P. Napier, President, Texas Bankers Asso- 
ciation, and President, Alamo National Bank, San 
Antonio. 


W: are fully aware of the problems of banks as indi- 
vidual institutions and of the problems of banks as 
members of the entire banking fraternity of the country. 
We know that the future of chartered banking depends 
upon how present day bankers meet and solve these , 
problems. The work is not that of any individual banker 
or of any group of bankers. It is the duty of each banker 
throughout these 48 states to get in, and try to pitch, 
and if he can’t pitch, he should catch and if he can’t 
catch, let him field. 
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Field Warehousing 


Wit1AM H. MILter, Vice-president, City National 
Bank and Trust Company, Chicago. 


om the standpoint of a bank lending funds on the 
Fonte of field warehouse receipts covering goods in 
storage, there are four general considerations: (1) The 
assurance that the warehouse receipts are valid, and 
issued by a responsible warehouseman; (2) the financial 
and moral responsibility of the borrower as well as his 
capacity to trade; (3) the marketability of the goods 
and its desirability as collateral, and (4) proper follow-up 
methods to insure that the original conditions of safety 
are being maintained. 

Simply stated, field warehousing is a specialized ware- 
housing function accommodating the storage of goods 
on the owner’s premises under the custodianship of a 
bona fide warehouseman—a disinterested party—who 
issues negotiable and non-negotiable warehouse receipts. 

The bank contemplating the acceptance of receipts of 
a particular field warehousing organization should give 
consideration to the validity and trustworthiness of the 
warehouse receipt, and to the nature of the underlying 
collateral. 

Under the first of these considerations, we should 
determine the financial condition of the warehousing 
company, the extent of its experience and the capacity 
of its organization, and whether the premises for the 
contemplated warehouse set-up are suitable for storing 
the particular goods. 

Furthermore, it is necessary to determine whether 
the leasing arrangement is in legal form, if the goods are 
properly segregated from unpledged assets of the bor- 
rower, if signs and markers are clearly displayed inside 
and outside the warehouse, if the goods are adequately 
described as to quantity and nature, and if the receipt 
itself meets the requirements of the laws of the state in 
which it is issued as well as the regulations of the Uni- 
form Warehouse Receipts Act. 

In addition, we must find out if the custodian is prop- 
erly informed of his duties and is performing them as 
required so that no question will arise as to continued 
“domination” over the goods by the borrower. The 
receipt holder must also have proper bond protection 
as an independent guarantee of the warehousing organi- 
zation’s performance and as protection against losses 
arising from the infidelity of employees. 

As to the nature of the underlying collateral, there are 
two broad classifications of goods that are likely to be 
considered as security for loans and the marketability 
aspect of the collateral should be clearly established. 

The fact that a staple is actively traded in and its 
market price is daily quoted by market services and 
newspapers is not enough. Determination of the margin 
of market value over the amount advanced will empha- 
size this point. In considering the margin, we must de- 
termine where the market is located, who constitutes it, 
how wide it is, whether the borrower is a large factor in 
this market, and what its price ranges have been over a 
period of years. 

Moreover, it is necessary to find out whether market 
activity is seasonal, what the out-of-season “penalties” 
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Banking Volunteers for Service 


FreD F. FLORENCE, President, Republic National 
Bank, Dallas, and member of the A.B.A. National 
Defense Committee. 


Trrovcu more than 15,000 banks in this country, 
there should and will be a coordination of activity and 
operation in financing the national defense program, 
that will justify on the part of the government and the 
people, full confidence in private banking. Much has 
been said about conscription of industry, conscription 
of labor, conscription of men, but I know that I voice 
the sentiment of American banking when I say that 
American banking now volunteers for service the Amer- 
ican people expect it to render. 


are, whether published quotations cover only one classi- 
fication of the goods, how many standards of the goods 
there are and how the security in question should be 
classified, and what the penalties are for poor quality, 
the risks of decay, shrinkage, rust and obsolescence. 

Finally, it is wise to determine whether a firm commit- 
ment or purchase order covering the goods can be ob- 
tained at the start from a responsible source. 


Potential Banking Business 


E. P. Pyeatt, President, Arkansas Bankers Associa- 
tion, and Vice-president and Cashier, McIlroy Bank & 
Trust Company, Fayetteville, Arkansas, before the 
A.B.A. SOUTHWESTERN REGIONAL CONFERENCE. 


s a foundation for making a survey of potential bank- 
A ing business in your community you must first con- 
sider the actual needs and requirements of your custom- 
ers. Their resources and opportunities must be a definite 
part of this analysis. 

We realize that the need for credit and our various 
other services is not equal in every community, and this 
situation makes it necessary that each banker make his 
own survey and outline for his institution a plan of oper- 
ation. This plan should then be followed until it is 
deemed wise to make a change. 

Such a survey will in most cases be made rather hur- 
riedly but should reveal all of the major credit require- 
ments existing in the community; for example, in a 
rural section, the number of cattle, hogs, sheep, etc., 
general pasture conditions, available foods, and the 
ability of the respective farmers to utilize them, would 
be one result to be sought. 

Most of us have been overlooking a good opportunity 
to have accumulated without cost to us a large amount 
of the data we will need for this credit file. This neglect 
has been caused by our failure to cooperate properly 
with the Government agencies that have been making 
various detailed surveys. If the individual bank or 
county bankers association will show enough interest to 
sponsor this work, I believe an arrangement can be made 
in most cases whereby the results of the surveys can be 
obtained by the banks located within the area covered 
by the survey. 
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What the Public 
Wants to Know 


rouP 8 of the California Bankers Association re- 
> cently invited 80 young business men and women 
of Santa Rosa to be its guests at dinner and then to ask 
questions about banking. 

Participants in this “Information, Please’ 
included farmers, business men, salesmen, nurses, 
lawyers, mechanics, beauty shop operators, stenog- 
raphers and representatives from almost every occupa- 
tion in the community. 

The questions they asked about banking, answered by 
a panel of bankers, were sharp, direct and searching, 
covering the whys and wherefores of banking, economics, 
operations of Government agencies, and the relation of 
banking to the community’s prosperity. 

“The meeting was a knockout,” reports J. E. Drew, 
the association’s public relations director, “and from a 
very practical public relations point of view proved that 
this method is highly effective in doing two jobs— 
building good will with youth groups and getting over 
the story of banking free from charge of propaganda, 
evasion or misrepresentation.” 


program 


Here are some of the questions the bankers were asked 
to answer: 


When you were paying 5 per cent for savings, my boss 
paid you 7 per cent for money. Now he pays you 6 per cent 
and you pay me 2 per cent. How come? 

Why doesn’t a bank lend money as cheaply as the 
Government? 

Why doesn’t the farmer get the same rate of interest on 
loans as the industrialist or the commercial business man? 

Are banks interested in making loans on real estate, 
either on town or farm property? 

Is it true that banks can help or hinder the growth or 
prosperity of a community or district? If so, how? Are 
banks interested in helping a community prosper? If they 
are, is it from a selfish viewpoint or is it with the view that 
all in the community will be helped? 

Why is it difficult to borrow money to go into business? 

What is a capital loan? 

Why do small business men encounter so much difficulty 
in obtaining loans? 

Why are banks so strict in cashing checks? 

How does a bank make its profit? 

When I make a deposit what does the bank do with the 
money? How much goes to loans, buildings, expenses, etc. ? 

Is a check a legal receipt and if so how should it be 
marked? 

What control, if any, does the Federal Government ex- 
ercise over local banks? 

Why are there different kinds of currency and what is 
the difference between them? 

What are banks going to do with their huge reserves? 

Where is this country headed with respect to its national 
debt? Is it true that the Government finances itself by 
borrowing from bankers of Wall Street? 

Will our national debt be paid with good money or by 
inflation? 

What is meant by the gold standard? 
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Several California bankers served as the panel of experts 
chosen to answer the banking questions raised by the visitors. 
Above, left to right, Mr. Drew, who set the stage for the pro- 
gram with a brief talk and summarized the results; James C. 
CRASE, assistant vice-president, American Trust Co., Peta- 
luma, chairman of Group 8 and sponsor of the program; 
Harry R. Smiru, assistant vice-president, Bank of America, 
San Francisco, and past president of the A.I.B., who answered 
questions on governmental agencies and thestructure of banking 


Below, left to right, H. L. Horie, vice-president, Bank of 
Sonoma County, Sebastopol, who discussed farm loans; Mrs. 


Lauper Hopces: Lauper HopcGes, executive manager, 


California Bankers Association 


Below, left to right, Mrs. F. E. Wurrmer; F. E. WuitMer, asst. 

trust officer, American Trust Co., who answered questions on 

trust service; WESLEY N. VopDEN, assistant vice-president, 

American Trust, who spoke on lending policies of banks; and 

Frank Dana, assistant vice-president, Bank of America, who 
explained bank operating procedures 
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Time and Money-Saving Forms 


ARLY publication of a book containing 
K, simplified forms, methods and pro- 
cedures recommended by the Bank Man- 
agement Commission’s Committee on 
Simplified Bank Operating Forms, after a 
year of research and deliberation in col- 
laboration with an advisory group of 
banking and legal experts, is announced 
by Chairman Louis W. Bishop, cashier, 
State-Planters Bank and Trust Co., 
Richmond. 

Members of the legal staff of the Ameri- 
can Bankers Association were among the 
collaborators. 

The contents of this book represent 
what the committee believes to be the 
best methods and procedures for banks 
anxious to decrease their rapidly mount- 
ing operating expenses and to increase 
efficiency. 

The new work is illustrated with sug- 
gested forms. It describes their use, gives 
the dimensions believed most practical 
and economical, recommends paper stock 


BANKING has published during 
the past year a series of articles 
illustrating in detail the forms 
developed by the committee. Com- 
ment was invited, resulting in 


valuable suggestions and criti- 
cisms by bank executives. 

It is anticipated that the forms 
book will be ready for distribution 
about February 1. 
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found to be durable and inexpensive, and 
discusses installation procedures. 

With less than 1,000 banks in the coun- 
try having assets in excess of $5,000,000, 
Mr. Bishop’s committee gave special em- 
phasis in this volume to the needs of 
banks with resources under $5,000,000, 
although the problems of the large banks 
were not neglected in preparing the ma- 


New York—Attending the final four-day meeting of Mr. Bishop’s committee 
the middle of last month, above, left to right, T. B. Paton, Assistant General 
Counsel, A.B.A.; W. J. Kinnamon, cashier, Hunterdon County National Bank, 
Flemington, N. J.; Prof. A. R. Coleman, Washington and Lee University, 
Lexington; Frank W. Simmonds, A.B.A. Senior Deputy Manager and Bank 
Management Commission Secretary; Mr. Bishop; L. E. Bertram, A.B.A. legal 
staff; R. G. Smith, State-Planters Bank; D. G. Ensign, assistant cashier, Com- 
monwealth Bank, Detroit; M. C. Miller, Bank Management Commission 
Assistant Secretary; J. M. Sorensen, executive vice-president, Stephens National 
Bank, Fremont, Nebr.; E. S. Woolley, bank analyst and BANKING contributor, 
also attended this meeting; Lauder Hodges, executive manager, California 
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Bankers Association, San Francisco, was unable to attend. 


Banks and Community Development 


A. E. BRADSHAW, President, Oklahoma Bankers Asso- 
ciation, and President, National Bank of Tulsa, before 
the A.B.A. SOUTHWESTERN REGIONAL CONFERENCE. 


HAT can we do in our communities toward com- 
Wises development? Our first and most important 
job is to run a good bank. My own idea is that our banks 
need to be more than mere depositories. Our first obliga- 
tion is to our depositors, but we also have an obligation 
to our stockholders, and if we are to meet this latter ob- 
ligation we must be loan-conscious. 

I think we must be more aggressive in seeking prospec- 
tive borrowers instead of waiting for them to come to us. 
We should strive to sell our product the same as any 
merchant, and this means that our personnel should be 
sales-conscious. 

Any aggressive banker—and what I urge is that we be 
aggressive bankers—will take an active part in com- 
munity affairs. I think the president and board members 
should set the examp!e for the officers and employees to 
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follow. No one individual can do the job. Even with all 
of us working and doing our part it will mean that each 
of us must work on charitable drives, eat none-too-ap- 
petizing dinners away from home when we might prefer 
a pleasant evening with the family, work on this or that 
committee, contribute our financial support to particu- 
lar projects or charities, some of which may interest us 
as individuals but little. 

I am sure that today’s rearmament program will af- 
ford many of us an opportunity to serve ourselves and 
our communities. We may have to learn new ways of 
lending, familiarize ourselves with new industries and 
new conditions, but who can say that we may not be lay- 
ing the foundation for some new industry in our com- 
munity when we take the time and trouble to familiarize 
ourselves with some manufacturer’s problems growing 
out of defense and then extend in a sound way the neces- 
sary bank credit. 

The rearmament program should be just as much 
a challenge to the banker as to the industrialist. 
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Dr. AGGER, Associate Director of The Graduate School 
of Banking of the A.B.A., and a member of the Rutgers 
University faculty, changes the form of his “ Keeping Up” 
questions this month. The page references are to the pages 


10. 


which an article starts in either this issue of BANKING 


or the BULLETIN. 


True or False 


. Commercial banks have no part to play in the 
consumer market. (True.... False. ..., BANKING, 
p. 32) 


. In harmony with proportional needs, banks give 


more time to their investment portfolio than to their 
loans and discounts. (True.... False. ..., BULLE- 
TIN, p. 14) 


. In analyzing a financial statement the analyst 


should choose one method and stick to it. (True.... 
False. ..., BULLETIN, p. 18) 


. The directors of a bank should concern themselves 


strictly with theinternalaffairs of the bank (True. ... 
False. ..., BANKING, p. 24) 


. In Britain the draft provisions make special allow- 
ance for bank men. (True.... False. ..., BANKING, 
p. 26) 


. The excess-profits tax makes unavoidable double 


taxation ofall money borrowed. (True. ... False... ., 
BANKING, p. 28) 


. Unfortunately no provision has been made for bank 


participation in the financing of the defense pro- 
gram. (True.... False. ..., BANKING, p. 19) 


. Many of the criticisms of the capitalistic system are 


attributable to friction in evolutionary adjustment 
ratherthantoinherent faultsofthesystem. (True... . 
False. ..., BULLETIN, p. 3) 


. The common trust fund is used only in the U. S. A. 


(True.... False...., BANKING, p. 46) 
National banks in any state can establish common 
trust funds. (True.... False...., BANKING, p. 46) 


Take Your Choice 


(Check the lettered statements which reasonably complete 


preliminary numbered statement.) 
Rates for consumer credit should be stated, accord- 
ing to W. T. Foster (BANKING, p. 32): 
....a. In a simple over-all figure. 
....b. Asa rate of discount of principal. 
....c. As arate of interest without charges. 
The growth of mass production in the U. S. has 
brought about changes in financing which have helped 
(BULLETIN, p. 18): 
....a. Small local banks. 
....b. Security dealers. 
....¢. Commercial paper houses. 
....d. Stock exchanges. 


Are You Keeping Up? 
Test Yourself with These Questions by Eugene LE. Agger 


3. To be useful for the purpose of drawing correct 


conclusions, financial statements must be (BULLETIN, 
p. 18): 

....a. Accurate. 

....b. Drawn up by capable and interested outsiders. 
....¢. As brief as possible. 


. According to Mr. Gesner, the majority of people in 


the market for homes (BANKING, p. 44): 
....a. Want old homes. 

....b. Are in the small income class. 

....¢. Prefer houses the banks have for sale. 


. The function of a bank in a community is (BANKING, 


p. 24): 

....a. Simply to make money for its stockholders. 

....b. To further community’s economic develop- 
ment. 

....€. To stabilize real estate values. 


. London banks have been able to meet the strain on 


the staff caused by war demands, through (BANKING, 
p. 26): 

....a. Curtailment of services. 

....b. Mechanized bookkeeping. 

....¢. Employment of women. 


. A runaway inflation of prices can probably be con- 


trolled if (BULLETIN, p. 6): 

....a. The Government borrows from private 
investors. 

....b. Greenbacks are issued. 

....c. Competition for materials be encouraged. 


. “A common trust fund” is characterized by the fol- 


lowing (BANKING, p. 46): 

....a. Ownership by a group of banks. 

....b. Single bank ownership. 

....¢. Any individual or corporation can establish 
one. 


Incomplete Statements 
(Add the missing word or phrase.) 


. Counterfeiting in the United States reached its peak 


in the period . (BULLETIN, p. 14) 


. Asa result of the educational campaign of the Treas- 


ury Secret Service the trend in counterfeiting has 
been . (BULLETIN, p. 20) 


. The bond portfolio of the average bank in the Third 


(Philadelphia) Reserve district is 
earning assets. (BULLETIN, p. 14) 


per cent of 


. Mr. Parker in his discussion advises banks to es- 


tablish for the purpose of accurately 
handling their bond accounts. (BULLETIN, p. 14) 


. Mr. Gesner in looking over houses offered for sale by 


banks found that banks had neglected to do enough 
by way of . (BANKING, p. 44) 


. The rules and regulations governing the use of com- 


mon trust funds have been formulated by 
(BANKING, p. 46) 
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ORGANIZATIONS AFIELD 


Joun J. McCann, our “Methods and Ideas” reporter, 
gives below highlights on activities of national, state and 
local bonkers’ organizations. 


Defense 


A SPECIAL committee on na- 
tional defense was announced 
recently by the NATIONAL As- 
SOCIATION OF MUTUAL Sav- 
INGS BANKS to study means of 
cooperation with the Govern- 
ment, the public and employees 

in furthering the defense program. This committee will 
serve as a Clearinghouse of information and sugges- 
tions to mutual savings banks. Robert W. Sparks, vice- 
president, Bowery Savings Bank, New York City, 
heads the group. 


Helpful Hints 


MIssoURI BANKERS ASSOCIATION issues another 
pamphlet—“ More Hints to Hustlers””—suggesting new 
ways and means of increasing the business of member 
banks. Nineteen pertinent points, aiming at improved 
public relations, are mentioned. This supplements a 
companion leaflet issued by the committee on education 
last year. 


Wage and Hours Study 


OKLAHOMA BANKERS ASSOCIATION has released a 
survey of 12 neighbor state association reports on mem- 
ber banks on wage and hour schedules. The study indi- 
cates that there is practically no uniformity whatever 
in any state covered on opening and closing hours. 
Copies of the report are available at Oklahoma head- 
quarters. 


Defense Survey 


A Group of Connecticut bankers, headed by Lester 
E. Shippee, vice-president, Hartford-Connecticut Trust 
Co., has made a preliminary survey of conditions in the 
state with a view to aiding in the promotion of national 
defense projects and cooperating in financing industries 
which might be in need of financial assistance. 


New HAMPSHIRE savings 
bankers previewed the new ed- 
ucational film—‘‘ New Hamp- 
shire’s Heritage”—at their 
recent annual convention. The 
film is based on trends down 
through generations in this 
section of New England life 
and the development of sav- 

ings banking to serve changing society. The picture is 
divided into two parts, one for use in theatres through- 
out the state and the longer version for school and civic 
organization showings. 


January 1941 


THE ASSOCIATION OF BANK WOMEN announces 
through its regional vice-president of the Middle Atlan- 
tic Division, Miss Hilda M. Hoffmann, Bowery Savings 
Bank, New York, a series of meetings devoted to the 
theme “‘ America Rebuilds for Defense.” 

Dr. Allan R. Cullimore, president of Newark College 
of Engineering, opened the series with a talk on “ Train- 
ing Technicians in Industry for Defense” at the National 
Newark & Essex Banking Company, Newark, N. J. 


Public Information 


Tue INVESTMENT BANKERS AssociATION of America 
will supervise its recently inaugurated public informa- 
tion program through new offices at 400 Madison 
Avenue, New York City. National headquarters of the 
Association will still be maintained at Chicago. Emmett 
F. Connely, president and chairman of the new com- 
mittee, will direct operations from New York. 


Hours 


NEw York STATE BANKERS ASSOCIATION reports that 
several upstate members have found Wednesday after- 
noon and Saturday afternoon closings a convenient 
schedule in complying with the Wage and Hour Law. 
Some 24 institutions will continue to follow this policy 
after testing local reactions during the past Summer. 
The schedule, however, does not affect or influence 
metropolitan banks. 


Attendance 

MissouRI BANKERS 
oy CIATION suggests a simple plan 
\e [P to bolster attendance at re- 
4 Vi gional meetings. Since forget- 
fulness is No. 1 ho-humer for 
tardy members or absentees, 
the association distributes blot- 
ters containing a printed sched- 
ule of group meetings, place, 
time, date and chairman. These reminders are enclosed 
with program outlines and addressed separately to all 

members of the eight state regional groups. 


Conscription 


T. H. Golightly, chairman of the committee on educa- 
tion and public relations, Chicago district of the ILLINors 
BANKERS ASSOCIATION, announces that his committee is 
contacting all member banks regarding plans for the 
welfare of employees who may be conscripted, or who 
enlist voluntarily for service. This study is being made 
with a view to advising members on individual policy. 


Study Course 


PHILADELPHIA CHAPTER, AMERICAN INSTITUTE OF 
BANKING, will conduct a new study course in the utiliza- 
tion of weekly Federal Reserve statements. This was 
made possible through collaboration of John S. Sinclair, 
president of the Federal Reserve Bank of Philadelphia. 
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ERNEST M. FisHer, Director of Research in Mort- 
gage and Real Estate Finance, American Bankers Asso- 
ciation, before the SAvincs BANKS ASSOCIATION OF 
THE STATE OF NEW YORK. 


SIGNIFICANT result of urban decentralization is that 
much of the real estate that stands as security for 
mortgage loans, or that might stand as security in the 
future, has already lost a large portion of its value, 
and the process has not yet been completed. 

So far as mortgage lending policies are concerned, 
sound loans can probably be made in any area. But 
obviously not on the same terms. So far as I can see, 
the operation of the forces of decentralization impels 
the preparation of some sort of map which attempts to 
demarcate the limits within which the results of these 
forces are so reasonably uniform as to justify calling 
each area homogeneous. Then within each area, the best 
studied judgment possible must be used in estimating 
both the present cumulative and the probable future 
effects of these forces and the rate at which they will act. 

For it is the result of this specific expression of judg- 
ment that will determine lending policy in each area. 
Some areas are so seriously affected as to preclude other 
than short term loans; others may justify longer terms. 
Some may call for strict limitation of the amount lent, 
whether in relation to the appraised value of the 
property or its capacity to repay the loan in the reason- 
ably predictable future. 

Thus we arrive at the important observation that no 
wise lending policy can be adopted which is uniform for 
the whole urban area. Lending policy must be tailored 
to fit conditions as they exist in each area. 

It seems clear that the longest terms and the relatively 
larger amounts can be safely granted in those areas 
which are being developed by these forces of decentrali- 
zation, while the greatest caution has to be exercised in 
those which are in the process of disintegration. As a 
matter of fact, the most hazardous areas are those in 
transition or on the verge of feeling the power of these 
forces. It is not the level of value or the stage of decline 
that creates mortgage lending hazard; it is the rate of 
change in value in the direction of decline. 


I: would appear wise management to balance the 
mortgage portfolio with as many mortgages in the grow- 
ing area as can be obtained by aggressive lending efforts 
so long as no sacrifice of standards of soundness is made. 
One way to offset losses which may be suffered in de- 
clining areas is to secure a maximum amount of income 
from mortgages on properties in the growing areas. The 
natural tendency when losses occur cr appear imminent 
is to withdraw from lending without analysis of the 
specific causes of trouble. When such an analysis reveals 
trouble is ascribable to the forces of decentralization, 
it would seem that a bold policy of lending in advance 
of these forces would go far toward the balancing of the 
portfolio and the attainment of earnings from which the 
inevitable losses can be absorbed. 
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Tailored Mortgage Lending 


With respect to real estate owned, the same kind of ap- 
proach would seem to be suggested. Owned real estate 
is subject to the same forces as properties securing loans 
in the same area. The first step in dealing with other 
real estate would seem to be that of classifying it by the 
type of area in which it lies. That which is found in 
declining or disintegrating areas should be disposed of as 
rapidly as reasonable procedure will permit. The longer 
it lies exposed to these forces, the larger the loss is likely 
to be. 


Ber owned real estate situated in the advance of forces 
of decentralization may more logically be held for a 
reasonable length of time to allow readjustments in a 
demoralized market. 

With respect to the methods used in disposal of 
owned real estate, time permits only one broad generali- 
zation. Every piece of real estate is unique. Each one 
has almost an individuality. It requires no small amount 
of imagination to see in the unwillingly acquired 
property the possibilities that sometimes lie dormant 
in it. It cannot be said too frequently, therefore, that 
every unit must be studied carefully before a final con- 
clusion regarding its disposition can be made. The 
obsolete or obsolescent apartment or even single family 
house may be converted by the use of imagination and 
a modest sum into an attractive property with sales 
appeal. Gadgets, gewgaws, and gimcracks add allure 
sometimes far out of proportion to their cost of installa- 
tion. 

But when the market has moved on, even these in- 
expensive changes may not be justified. It may be wiser 
to accept the losses and write them off. Incidentally, it 
would appear the part of wisdom to set aside each year 
out of mortgage earnings an amount which would 
stand in the nature of a reserve against necessary write 
downs when mortgage foreclosures occur. 


Is connection with commercial properties, a similar 
rule would appear to be suggested. If the area is declin- 
ing, if business has passed it by, if it cannot be subjected 
to a face-lifting process that will enable it to compete, 
it should be written down realistically and sold. 

But imagination will sometimes do wonders in re- 
creating an earning power in commercial properties, too. 

A still wider attack on the problems of decentraliza- 
tion must be made, if our cities are to be rescued from 
this subtle and insidious form of disintegration. That 
attack must take the form of a community enterprise— 
almost a crusade. It may require a reversal of both 
public and private policy with respect to our close-in 
urban areas. 

The whole legal structure, ordinances, codes, tax- 
ation and public supervision may have to be revo- 
lutionized before the situation can be remedied and 
these potential assets of the urban community may be 
rescued from destruction. 

In this attack I should like to see the savings banks 
take undisputed leadership. 
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Every Mortgage Lender 
Should have this New Booklet 


- - EMPHASIS ON THE THIRD ELEMENT 


Land and structure have always been the two elements examined in 
rating mortgages for new homes, But for greatest security a third 
must be considered — operating equipment (wiring systems, heating 
plants, completely equipped kitchens). 


Nothing much can be done about the first two, their costs being 
beyond much control. But mortgages can be made or broken by the 
third element, for it directly affects the out-of-pocket expense incur- 
red EVERY MONTH by the owner. The value of good land and 
good structure can be offset by excessive operating costs. 


Your New Home and Your Pocketbook is an unusual approach to 
this third element in mortgage risk rating. The ideas in this 32-page 
booklet are new and vital to everyone interested in sounder mort- 
gages. Why not send for your copy now? 


GENERAL @ ELECTRIC 


January 1941 


General Electric Home Bureau 
Dept. B-411, 1285 Boston Ave. 
Bridgeport, Conn. 
Please send me a copy of Your New Home 
and Your Pocketbook. 


\ 
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CONVENTION CALENDAR 
January - 194] 


NEW YORK B.A. WISCONSIN B.A., MID-WINTER ALEXANDRIA 
MID-WINTER MEETING, MILWAUKEE 


MEETING WINTER ‘BANQUET, 


HOTE NEW 
21 | 22 25 
HOTEL ASTOR, FINANCE DIVISION, AMER. MANAGEMENT 
NEW YORK CITY ASSN.,HOTEL ROOSEVELT, N. Y. C. 


MISSOURI BANKERS UNIV. CONF.. U. OF MO., COLUMBIA 


Z 
Z 


NEW JERSEY MID-YEAR BANKING CONF., 
PRINCETON UNIVERSITY, PRINCETON 


American Bankers Association 


Feb. 4-6 Mid-Winter Trust Conference, Waldorf-As- 
toria Hotel, New York City 

Mar. 5-7 Regional Conference, Waldorf-Astoria Hotel, 
New York City 

Mar. 20-21 Regional Conference, Brown Hotel, Louisville, 
Kentucky 

Apr. 23-25 National Consumer Credit Bank Conference, 
Hotel Statler, St. Louis, Missouri 

Apr. 27-30 Annual Meeting, Executive Council, The 
Homestead, Hot Springs, Virginia 

June 2-6 American Institute of Banking, St. Francis 
Hotel, San Francisco, California 

Sept. 28- Annual Convention, Hotel Stephens, Chicago, 

Oct. Illinois 


State Associations 


Feb. 12 Ohio, Mid-Winter Meet, Columbus 

Apr. 9-11 Georgia, Macon 

Apr. 18-19 New Mexico, Lordsburg 

May 8-9 Oklahoma, Oklahoma City 

May 9-10 North Carolina, Pinehurst 

May 12-14 Missouri, Elms Hotel, Excelsior Springs 

May 14-15 Indiana, Claypool Hotel, Indianapolis 

May 15-*6 Kansas, Kansas City 

May 19-21 Mississippi, Buena Vista Hotel, Biloxi 

May 21-23 Texas, Houston 

May 22-24 New Jersey, Atlantic City 

May 22-24 Virginia, John Marshall Hotel, Richmond 

May 26-28 Illinois, Palmer House, Chicago (Golden 
Jubilee) 

June 4-5 Ohio, Cincinnati 


Wisconsin, Schroeder Hotel, Milwaukee 
District of Columbia, The Homestead, Hot 
Springs, Virginia 

Oregon, Gearhart Hotel, Gearhart 

Minnesota, St. Paul 

Washington (Place to be announced later) 
West Virginia, Greenbrier Hotel, White Sul- 
phur Springs 

Utah, Grand Canyon National Park Lodge, 
North Rim 

Idaho, Sun Valley 

North Dakota, Hotel Patterson, Bismarck 
Montana, New Florence Hotel, Missoula 
South Dakota, Hotel Franklin, Deadwood 
Michigan, Grand Hotel, Mackinac Island 
Maine, Poland Spring House, Poland Spring 
Iowa, (Place to be announced later) 


Other Organizations 


Minnesota Bankers’ Conference, Center for 
Continuation Study, Minneapolis 
Independent Bankers Association, St. Paul, 
Minnesota 

Association of Reserve City Bankers, Hotel 
Hershey, Hershey, Pennsylvania 

Oklahoma American Institute of Banking, 
Oklahoma City 

Second Bank Management Conference, New 
Hampshire Bankers Association, Amos Tuck 
School of Business Administration, Dartmouth 
College, Hanover, New Hampshire 

National Safe Deposit Association, Hotel 
Statler, Buffalo, N. Y. 
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ILLINOIS B.A. , MID- 
WINTER CONF., 
26 | 27 | 28 | 29 | 30 | 31 
CHICAGO 
June 5-8 
June 9-10 ¥ 
June 11-13 
June 12-13 
June 12-14 i 
June 13-14 
June 16-17 
June 17-18 
June 20-21 
June 26-27 
June 26-28 
June 27-29 
Sept. 8-10 
| 
Feb. 10-12 
Feb. 11-12 
May 4-7 
May 10 
May 16-17 
May 22-24 
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HAVE YOU HEARD THE NOTE OF WARNING 
IN THE NEW INDUSTRIAL HUM? 


Yes, things are beginning to hum. But 
with the hum is a note of warning... of 
profit leaks that often develop during a 
rapid business expansion ... of a lower 


rate of earnings due to rising costs. Pre- 


pare to meet this situation by arranging 


for a George S. May survey of your busi- 
ness, Such a survey will reveal very quickly 
where savings can be made to absorb high- 
er wages and efficiency increased to assure 
more profitable operations. Write to our 


nearest office. 


REFERENCE: Your Own Banker 


GEORGE S. MAY COMPANY 


SAN FRANCISCO 
Ill Sutter Street 


CHICAGO 
2600 North Shore Ave. 


NEW YORK 
122 East 42nd Street 


HOUSTON 
608 Fannin Street 


CANADA: George S. May Ltd., 320 Bay St., Toronto 
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More Than 100 Different ALLEN WALES Models 
More Than 400 Distributing Points in U.S. A. 
More Than 600 Percent Increase in Sales 

In The Past 6 Years 


These Figures Are Of Importance To All 
Users of Adding Machines 


Manufactured Since 1903 ALLEN WALES 
‘Machines Are Recognized For Their 
ACCURACY— SPEED and DEPENDABILITY 


Models Are Available For Every Type Of 
Business Covering The Widest Possible 
Range of Requirements 


Our Low Priced 
Counter Machine 


Machines Are Priced From $75.00 And Our Nearest Agency Will Be Glad 
To Let You Try One Without Obligation—Telephone Them or Write Us 


ALLEN WALES ADDING MACHINE CORPORATION 
444 Madison Avenue, New York, N.Y. 
SALES AND SERVICE IN 400 AMERICAN CITIES AND IN 40 FOREIGN COUNTRIES 
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